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Foreword

This paper is an output of the work on “globa economic integration and employment
policy” being carried out by the Employment Strategy Department. It focusses on the changing
patterns of global trade flows and their consequences for manufacturing employment and wages
in industrialized and developing countries. These are issues of considerable current interest for
national policy makers, international organizations and the academic community alike. Although
the issues have received much attention from researchers in recent years, the knowledge-base
remainsinadequate and no widely accepted conclusions have emerged. This paper, whichisbased
on substantive empirical anayss, isexpected to contributeto the devel oping knowledge-base and
the ongoing international debates.

The main findings of the paper can be briefly stated asfollows. In spite of the wide-spread
adoption of trade liberalization policies, significant advances in transport and communication
systems and rapid growth of cross-border capital flows, world trade and GDP have recorded
decelerating growth over the past two decades. The reason very probably lies in the fact that a
large majority of the developing countries, given their inadequate physical and social
infrastructure, have been unable to benefit from trade liberalization. Analysis of the changing
pattern of world trade showsthat the really significant recent development is the emergence of a
handful of developing economies asimportant exporters of manufactures. The employment and
labour market effects of trade liberalization, therefore, have basically been felt in industrialized
economies and in a handful of developing economies. In the case of industrialized economies,
growth of manufactured imports from developing countries has had a small adverse effect on
manufacturing employment but virtually no effect on wages. Thus unemployment and growing
wage inequalities cannot really be attributed to trade. On the other hand, in those developing
economies which emerged as important exporters of manufactures to industrialized countries,
growth of trade had alarge positive effect on manufacturing employment and wages. In some of
these economies, moreover, growth of trade was a so associated with declining wage inequality.
Thus, on baance, the global effects of trade liberalization on manufacturing employment and
wages appear to have been significantly positive even though there have been job-losers in both
industrialized and devel oping economies. This means that the popular apprehensions about the
effects of trade liberalization, though not wholly unfounded, are grossly exaggerated. The
challenges that must be confronted, the study suggests, are those of enabling many more
developing economies to benefit from trade liberalization and providing social assistance to job-
losersin both industrialised and devel oping countries.

Werner Sengenberger
Director
Employment Strategy Department
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1. Introduction

It is widely believed that trade liberalization has been a magor cause of the growing
inequalities between skilled and unskilled labour in industrialized countries. Since the late
seventies, gaps between skilled and unskilled |abour in terms of wages and/or unemployment rates
have been widening in these countries. This has also been a period when barriersto international
transactions have been progressively falling. Many economistsargue that these developmentsare
causally linked. Trade liberalization, the argument runs, has led to a shift of production base for
unskilled-labour-intensive manufactures from industrialized to developing countries, thereby
causing adeclinein the demand for unskilled labour in the former. This hasled either to adecline
in the wages of unskilled labour or, if there are wagerigidities, to a rise in the unemployment
rate of unskilled workers. There is adso a fear (not aways openly expressed) that these
developments may not be just one-off in nature. Given the radically different age-structures of
population, labour force growth will be much faster in devel oping than inindustrialized countries
in the foreseeable future. This will mean a declining trend in the ratio of skilled to unskilled
workers in the world labour force. Given such atrend in an increasingly globalized world, many
fear that it will be difficult to hat the decline in the fortunes of unskilled workersin industrialized
countries.

The argument, derived fromthe standard theories of international trade, appearsplausible
enough but is not in fact strongly supported by the empirica evidence available so far.® Thereis
virtual consensus among economists that two-way trade in manufactures between the
industrialized countries of North America and Western Europe and the developing countries of
Asaand Latin America has been growing since the mid-eighties; that |ess skilled workersin the
industrialized world have been facing either declining real wages or rising unemployment or both;
and that the growing gaps between skilled and unskilled workers in these countries are not
adequately explained by the supply-side developments in their labour markets. But there is no
consensus on the idea that the changes in trade patterns in fact explain the labour market
developments. Inthe first place, there are controversies on appropriate methodol ogy of using the
available statistical datafor assessing the effectsof trade on labour markets. Secondly, most of the
estimates (irrespective of the methodologies used) show the effect of trade to have been rather
smal.? Thirdly, the observed movements of rel ative prices do not seem to suggest trade asamajor
cause of labour market changes. Findly, a competing hypothesis, which focuses on the nature of
autonomous technological change, appears to perform better in some respects in explaining the
labour market developments.

For economists, therefore, the question of linkage between trade liberalization and the
growing inequalities between skilled and unskilled workersin industrialized countries remains an
openone. In popular perception, however, such alinkagetendsto be treated as something already

! Theliteratureislarge, but it will suffice hereto mention afew of therelevant studies. See Wood, 1994
and 1998; Slaughter, 1998; and Collins, ed., 1998. Useful summariesof theissuesand theargumentsareavailable
in Wood, 1995; IMF, 1997; and ILO, 1995.

2 Only one study (Wood, 1994) concludes that alarge part of the change in the fortunes of the unskilled
workersin industrialized countriesis explained by trade in manufactures with devel oping countries.
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firmly established.®* Moreover, while economists (both proponents and opponents of the
argument) arevirtually unanimousin suggesting that the real solutionto the problem (to the extent
that it exists) lies in “skilling the unskilled”, popular concerns have led to demands for
protectionism and for global implementation of minimum environmental and labour standards.”
Meanwhile, labour market policiesin many industrialized countries have increasingly been geared
to cheapening unskilled labour for the employersthrough various forms of wage and employment
subsidies, reformof social security and unemployment benefit systems, and flexibilization of 1abour
markets.”

What is remarkable in dl thisis that debates on the subject have been largely about the
effects of trade liberalization on labour markets in industrialized countries. The rather obvious
implications of the same argument - that trade liberdization has had the effect of boosting
manufacturing employment in developing countries and that unskilled workers in developing
countries are the main beneficiaries of the process - have so far received inadequate attention in
investigative work.® Y et empirical substantiation of these propositionsis obviously important for
a balanced assessment of the ‘rights’ and ‘wrongs' of trade liberalization. It isworth noting in
this context that there arein fact serious apprehensions among policy-makersin many developing
countries about the employment effects of trade liberalization. By emphasisng global
competitiveness, many feel, trade liberalization may encourage growth of capital intensity in the
manufacturing sector as awhole, thereby reducing its capacity to generate jobs. Export-oriented
manufacturing in devel oping countries is a so often associated with low wages and poor working
conditions and this too is a matter of concern.

3 Statementsfrom well-known economistshave someti mes served to deepen popular apprehensions. Here
is a statement from Paul A. Samuelson: “As the billions of people who live in East Asia and Latin America
qualify for good, modern jobs, the half billion Europeans and North Americans who used to tower over the rest
of the world will find their upward progress in living standards encountering tough resistance.” Paul A.
Samuel son quoted in Bhagwati and Dahejia, 1994.

4 Nobody doubts that achievement of minimum labour standards in all countries of the world and
prevention of competitive debasement of |abour standards are most desirable goals. What is open to doubt is the
desirahility of linking theattainment of these goal swith trade. Doubtsarise not only because quick implementation
of “labour standards conditionalities’ is virtually impossible (obviously, improving labour standards is not like
adjusting budget deficits or exchange rates) but also becauseit isnot at all clear what such “conditionalities’ are
expected to achieve. As we shall see below, gains from trade arise not from differences among countries in
absolute labour standards but from differencesin relative labour standards (for skilled vis-avis unskilled 1abour)
which are determined by country-level labour supply conditions. In the most unlikely case where universal
implementation of minimum labour standardsactually servesto equalizerel ativelabour standardsacrosscountries,
trade based on comparative advantage will simply not occur. If, on the other hand, such action only raises labour
standards for all types of workers without affecting relative labour standards, neither the nature nor the labour
market effects of trade relations between industrialized and developing countries will change. In particular, the
possibility of competitive debasement of labour standards will not be eliminated. In redlity, therefore,
implementation of minimum labour standardsfor all countrieswill either serve asa protectionist measureor leave
the problems of unskilled workersin industrialized countries unaddressed.

® See Standing, 1999 for a discussion of some of the schemes currently in operation in industriaized
countries.

% One of the few to have done such work is Wood (1994). Even in his study, however, the analysis of
developing country situations suffer from many more limitations than the analysis of industrialized country
situations.
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These concerns and apprehensions, together with the unresolved controversies, definethe
backdrop for this paper. Itsmain objective isto study the effectsof trade in manufactures between
industrialized and devel oping countries on employment and wages in manufacturing. Though the
main focus of the paper ison developing countries, the experiencesof two important industrialized
countries are also examined. Since the effects of trade in the two types of countries are thought
to be symmetrica, it seems sensble to study them together. The reason for focussing on
manufacturesisthat the theoretical predictions apply only to trade in competing productsand this
effectively meanstradein manufactures.” Moreover, itisthe growth of tradein manufacturesthat
gave rise to the current apprehensions and controversies. Trade between industrialized and
developing countries, after al, is nothing new. What is new is the expansion of manufactured
exports from developing countries. It is this development which explains why free trade, so
strongly advocated by the industrialized countries for so long, has suddenly become a source of
concern in those very countries.®

It is appropriate to state here that the paper focuses on trade liberalization and not on
globalization. Expansion of trade is only one aspect of what is known as globalization; there are
other equally important aspects such as growth of capital and technology flows. But capital and
technology flows are considered in this paper only in so far as they contribute to expansion of
trade or modify the effectsof trade onlabour markets. Asthe recent economic crisis of East Asian
and Latin American countries have shown, however, growth of capital flows has created serious
problems of economic instability, particularly for developing countries; these problems, in turn,
have thrown up important analytical and policy issues. Investigations into such issues lie outside
the scope of this paper.

2. Trade and manufacturing employment:
The basic trade-theor etic argument

The argument that growth of two-way trade in manufactures between industrialized and
developing economies - a relatively recent development - hurts unskilled workers in devel oped
economiesisderived fromatextbook Heckscher-Ohlin-Samuel son-Stolper framework, withtwo
countries (North and South), two factors (skilled and unskilled workers) and two goods (skill-
intensive and unskilled-labour-intensive manufactures). Both North (industrialized countries) and
South (developing countries) are assumed to have access to smilar technologies. Labour is
assumed to be completely immobile across national frontiers and the main difference between the
two countries is assumed to lie in the skill composition of the labour force. North has a higher

7 When devel oping countriesexport primary productsand i mport manuf actures, asthey havetraditionally
done, trade is in non-competing products. Trade in services isnow growing, but thereisalong way to go before
two-way trade in services begins to generate significant labour market effects.

8 As Freeman observes, “In the 1960s and 1970s, many in the third world feared that trade would
impoverish them, or push them to the periphery of theworld economy; virtually no onein advanced countrieswas
concerned about competition from less-developed countries. In the 1980s and 1990s, by contrast, most of thethird
world has embraced the globa economy; whereas many in the advanced world worry over the possible adverse
economic effects of trade.” Freeman ,1995, p.15.
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proportion of skilled workersinitslabour force than South and hence has a potential comparative
advantage in the production of skill-intensive manufactures. Correspondingly, South, with its
relatively abundant supply of unskilled workers, has a potential comparative advantage in the
production of Iabour-intensive manufactures.®

In the initial situation, characterized by trade barriers, both types of goods are produced
in both countriesin proportions determined by the composition of domestic demand. Therelative
pricesand wages are determined by the domestic |abour supply conditionsin each of the countries.
Thusthe relative wage of skilled labour and the rel ative price of the skill-intensive good are higher
in South than in North.”® Abolition or lowering of trade barriers under such conditions leads to
afal in the relative price of labour-intensive manufactures in North and to afall in the relative
price of sKkill-intensive manufacturesin South, and each country moves towards specializationin
the production of the good inwhichit has comparative advantage. Thus, in North, the production
of skill-intensive manufactures expands and the production of labour-intensive manufactures
contracts; the opposite happens in South.

In North, therefore, the demand for skilled labour rises and that of unskilled labour fals.
So therelative wage of skilled labour will rise. Moreover, either thereal wage of unskilled workers
will fal so that technological adaptations lead to a lowering of the ratio of skilled to unskilled
workers employed in the production of skill-intensive manufactures or, if labour market
institutions and regulations prevent downward flexibility of wages, the rate of unemployment of
unskilled workers will rise.

In South, the demand for unskilled labour rises and that of skilled labour fals. The result
is a rise in the relative wage of unskilled labour and skilled workers must either accept
unemployment or alower real wage (so that skill-intensity of labour-intensive manufactures rises
to ensure employment of surplus skilled workers).

It would seem, therefore, that South hasalot to gain and North has something to losefrom
free trade in manufactures. In South, employment-intensity of manufacturing output rises,
employment opportunitiesfor unskilled workersincrease and wageinequality declines; al of these
changes can be regarded as desirable. In North, on the other hand, all the changes seem to be
undesirable: employment-intensity of manufacturing output falls, employment opportunities for
unskilled workers decline and wage inequality rises.

A few qualifying remarks need to be added in order to put these conclusions in proper
perspective. First, the argument isonly that freetrade leadsto aconvergence of relative pricesand
wages, not that it leads to an equalization of absolute prices and wages.™* Absolute prices and
wages can be (and generally are) substantialy higher in North to start with and trade need not
necessarily ater this. Second, although trade leads to arise in wage inequality in North and to a
fal in wage inequality in South, the result is not necessarily higher inequality in North compared

®Thestandard Heckscher-Ohlin mode! in fact considerslabour and capital asthetwofactorsof production
and the comparative advantage is either in capital-intensive goods or in labour-intensive goods. But now capital,
both as machines and as finance, is highly mobile; hence it seemsinappropriate to suppose that supply of capital
in relation to labour can be a source of comparative advantage or disadvantage (though such a statement needsto
be qualified, as we shall see later).

Thereisno need to assumeaway the possibility that all prices and wages may belower in absoluteterms
in South than in North.

" Thereference hereisto somestandard resultsin tradetheory attributed to Stolper and Samuel son, 1941;
and Samuelson, 1948 and 1949.
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to South; dl that happensisthat atendency towards North-South convergencein wageinequality
isgenerated. It must not be forgotten that wage inequality isassumed to have been higher in South
to start with. Finally, it isimportant to remember that the employment effectsof tradeliberalization
as stated above are relevant only when trade is based on comparative advantage. Not all trade is
explained by the factors emphasized by the Heckscher-Ohlin model. Much of the trade between
Northand South, for example, involvesnon-competing products; North exportsmanufacturesand
South exports primary products.

3. Some doses of realism

3.1  Non-traded goods

The standard model focuses exclusively on traded goods sectors. This obscures an
important fact: many of the non-traded goods constitute part of the capital stock. Infrastructure-
both physical (transportation, communications, electricity) and social (education, health, lega
framework, institutions of financial and labour markets) - isalarge part of the capital stock inany
country. A country withalow level of infrastructure development isthuscapital-poor. Moreover,
although capital, as machinesand asfinance, isinternationally mobile, this mobility cannot benefit
countries with undeveloped infrastructure. In principle, machines and finance could flow into the
infrastructure sector. In practice, thisisunlikely; infrastructure takes along timeto construct and
isnot product-specific so that returns to investment are uncertain. Thus a country which is poor
in terms of infrastructure development is most unlikely to attract capital flows; such a country is
not only presently capital-poor but isalso likely to remain so. Tradeliberalizationismost unlikely
to enable such a country to emerge as an exporter of manufactures.

These observations suggest that trade liberalization need not open up fresh opportunities
for many developing countries which are poor in terms of infrastructure development; sound
macroeconomic policies, openness and fiscal incentives are not enough. As we shall see below,
alarge mgjority of the developing countries hasin fact remained unaffected by the recent episodes
of tradeliberalization. All this, however, doesnot alter the effects of tradeliberalization, predicted
by the standard model, on employment and wages in the countries which are in a position to
expand manufactured exports.

3.2  Surpluslabour and dualism in developing countries

One assumption employed in deriving the conclusions above is that labour markets in
industrialized and developing countries are similar; indeed, both types of countries are assumed
to have full employment. These are extremely inappropriate assumptions. In the real world,
developing countries have surplus labour and dualistic economic structure. There are large gaps
in wages and working conditions between what might be called formal and non-formal sectors
in these countries. Labour costs and relative wages of unskilled labour are substantially higher in
the formal sector where government regulations and institutions of collective bargaining usualy
play a sgnificant role in determining wages and employment conditions. In the non-agricultural
sector as awhole, on the other hand, there is substantial excess supply of unskilled workersin
relationto demand. Most unskilled workerswork inthe low-productivity non-formal sector where
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they face serious underemployment and earn very low wages, and where government regul ations
and institutions of collective bargaining are conspicuous by their absence.’

One consequence of this kind of labour market dualism is that neither the ratio of skilled to
unskilled workers nor the relative wage of unskilled workers in South’s formal sector can be
assumed to be sgnificantly lower than those in North's aggregate economy. South’s formal
manufacturing sector hasbeen built throughimport substitution under protectionist policy regimes.
It uses technologies imported from North and its employment conditions are governed by
regulations and ingtitutions rather than by forces of demand and supply. Not surprisingly, it
usudly produces skill-intensive import-competing goods for sale in the domestic market rather
than labour-intensive goodsfor export to North. It istruethat there hasbeen growing involvement
of transnational corporations (TNCs) in formal manufacturing sectors of developing countriesin
recent periods. But such TNC investment hasreally been geared to supplying skill-intensive goods
to marketsof individua or groups of developing countries. In order to realize economies of scale
in production, large-scale facilitiesfor production of componentsand for assembly operations are
set up inagroup of countries|ocated in close geographical proximity of one another. Thus arises
trade among TNC subsidiaries and this largely intra-industry trade generally shows up as trade
among devel oping countries. Only in afew cases (eg. post-NAFTA Mexico-UStrade) does such
trade show up as trade between industrialized and developing countries.™

Thepoint isthat, asageneral rule, South’ sformal manufacturing sector istypically import-

competing. It enjoysno comparative advantage vis-a-vis North’ s manufacturing sector and is not
inaposition to export itsproductsto North. Thismeansthat South’ s exports of |abour-intensive
manufactures originate basically in the non-formal sector, at least in initial stages. This explains
why export-oriented manufacturing production is so often associated with low wages and poor
working conditions.** Inthese circumstances, North-South trade in manufactureswould have the
predicted unfavourable effects on employment and wages of unskilled workersin North but could
conceivably fail to generate the predicted beneficia effectsin South.

It is not difficult to see that the initial conditions of employment and labour supply in
South’s non-formal sector could easily pre-empt the possibility of wage increases for unskilled
workers. There is no reason to suppose that emergence of export-oriented manufacturing is
aufficient to tighten the non-formal labour market; the scae and pace of growth of such
manufacturing would clearly matter. It might seem, however, that employment opportunities for
non-formal sector workers would increase irrespective of what happens to wages. But even this

2 These observationsremain valid even if weaccept Wood' s(1994) point that unskilled workersarethose
with basic general education and not those who are illiterate. The illiterate workers, according to Wood, “are
generally unsuited to manufacturing and other modern activities, which require at least literacy or primary
schooling”. (p.49)

8 Strictly speaking labour market effects of this kind of trade is not under investigation here.

14 1t should be emphasized that non-formal sector, as defined in this paper, is one where government
regulations and collective bargaining institutions do not play any significant role in determining wages and
working conditions. It includestraditional aswell as modern manufacturing enterprises which are often referred
toas“small and medium enterprises’ in theliterature. To keep thingsin perspective, it should be said that wages
and working conditionsin export-oriented manufacturing, generally speaking, seem poor when compared to those
in formal manufacturing but seem at the same time substantially better when compared to the rest of the non-
formal sector.
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isnot certain. Since South’ s formal sector is engaged in producing import-competing productsin
which North has potential comparative advantage, trade liberalization could adversely affect the
output of that sector. This could mean redundancy not only for skilled workers but for unskilled
workers aswell. Since the redundant unskilled workers from the formal sector are likely to move
into the non-formal sector in search of work, it cannot even be argued a priori that employment
opportunities(at the prevailing wages) for unskilled workerswould necessarily improve asaresult
of trade liberaization. In principle, wage inequaity could till decline since declining demand for
skilled workers could put downward pressure on their wages. But, as already noted, wages of
skilled workers (who are mostly in the formal sector) in South are determined by government
regulations and collective bargaining rather than by forces of demand and supply. Trade
liberalization, therefore, is most unlikely to reduce wage inequality except when it stimulates
export-oriented manufacturing to such an extent that excess supply of unskilled labour in the non-
formal sector iswiped out so that wages of unskilled workers begin to rise rapidly.

3.3 International labour mobility

In the real world, labour is not immobile across national frontiers as assumed by the
Heckscher-Ohlin model. International migration exists, though the scale is not perhaps large
enough to warrant arelaxation of the assumption. Indeed, one of the major contrasts between the
current period of globalization and an earlier period (1880-1914) lies precisely in the area of
international migration. In the earlier period, massive migration of mostly unskilled workersfrom
the-then labour-surplus economies of Europe (Denmark, Ireland, Italy, Norway and Sweden in
particular) to labour-scarce economies of the New World (Argentina, Australia, Canada and the
United States in particular) helped the economic transformation of both sets of countries.®> The
current period offers no such opportunities.

In today’ sworld, flows of both types of labour typically are (and will continue to be) from
South to North for relatively obvious reasons; wages of both skilled and unskilled labour are
substantially higher in North (and will remain so in the foreseeable future). Infact, eventhoughthe
overall level of international migration has remained fairly stable in the post-war period, the level
of North-North migration has been declining while that of South-North migration has been rising
at least since the mid-sixties.® But South-North flow of unskilled labour has been increasingly
restricted by North mainly because it has been viewed as a cause of unemployment, wage decline
and socia disruptions. Only the United States, alone among the industrialized countries, still
receivesasubstantial inflow of unskilled migrantsfrom devel oping countries. Therearemuch less
restrictions on South-North flow of skilled workers; thisflow is substantial and has very probably
been rising. One recent study *” shows, for example, that 56 per cent of the migrants from
developing countries in the United States had a secondary education and another 36 per cent had
tertiary education; the percentages are similar for the migrant population in Western Europe,
Canadaand Australia. Thistype of migration, often dubbed “brain-drain”, is a source of concern
in South.

15 See Williamson, 1998.
16 See Skeldon, 1997, and Zlotnik, 1998.

¥ Carrington and Detragiache, 1998.



In recent years, rapidly declining costs of travel and telecommunication have brought into
existence anew kind of mobility - mobility of skills - that does not involve migration. Professional
skills can now be made available through consultancy services, periodic short visits of experts,
electronic mail, video conferences, etc.; none of this requires the experts to reside in a particular
country. Flow of skillsof thistype canin principle be either North-South or South-North precisely
because permanent migration is not involved. The existence of such flows, however, essentially
facilitates transfer of technology and hencejustifiesthe assumptionthat al trading economies have
access to similar technologies.® Anaytically, these flows are quite distinct from actual migration
of skilled workersand can be left out of account in considering the effectsof international mobility
of labour.

Effectsof international migrationdepend onitsscale. Emigrationof unskilledworkersfrom
labour-surplus South can potentially makeit labour-scarce; this benefitsunskilled workersin South
and strengthens the tendency for wage inequality to decline.” In North, however, immigration of
unskilled workers can clearly accentuate the unfavourable effects of trade liberalization on
employment conditions of unskilled workers by augmenting supply at a time when demand is
faling.® This also has the effect of strengthening the tendency for wage inequality to rise.

South-Northmigrationof skilled workershasquitedifferent effects. Theincreased demand
for skilled workers in North in the wake of trade liberalization can, in principle, be met through
immigration from South. This could have the effect of moderating the growth of wage inequality
in North. The effect on unskilled workersin Northislikely to beinconsequential. On the one hand,
theready availability of skilled workersfrom Southwould help expand productionof skill-intensive
goods in the short run and thus create immediate opportunities for redeployment of some of the
redundant unskilled workers from the import-competing sector. On the other hand, thereislittle
need now for technol ogical adaptationsinthe export-oriented sector that could facilitateabsorption
of some of the redundant workers from the import-competing sectors.

But South-North migration of skilled workers has unfavourable consequencesfor South.?
In the first place, it reduces the already low ratio of skilled to unskilled workers. This may not
awaysmatter inthe short run but can obviously constrain economic transformationin the medium-
term. In the short run, such migration counters the effect of any decline in demand for skilled
workersresulting fromtradeliberdization. Giventhe prevailing labour market conditionsin South,
this may actually increase wage inequality.

The conclusionsthat follow fromthisbrief discussionare asfollows. International mobility
of skilled workers is potentially good for North because it curbs the growth of wage inequality
without hurting unskilled workers; it is potentially bad for South because, apart from worsening
the skill composition of thework force, it might actually increase the already high wage inequality.
International mobility of unskilled workers, onthe other hand, ispotentially bad for North because
it hurtsunskilled workersand thereby amplifiesthe growth of wageinequality; it ispotentially good
for South because it benefitsunskilled workersthere and hence can reduce wageinequality. Given

18 See Wood, 1994 for an elaboration of the point.

¥ Theexperiencesof countries such asDenmark, Ireland, Italy, Norway and Sweden in thelatenineteenth
and early twentieth centuries illustrate the point. See Williamson, 1998 for a discussion.

2 At least one study argues that immigration may have been amoreimportant cause of declining wages
of unskilled workersin the United States than trade liberalization. See Borjas, Freeman and Katz, 1996.

2 See Haque and Kim, 1995 for an anaysis.
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that skilled workers are far more internationally mobile than unskilled workersin today’ s world,
it can be said that international migration tends to counter the effects of trade on wage inequality
in both North and South. 1t can aso be said that the current pattern of international migration has
the effect of widening the North-South gap in terms of skill composition of |abour force.

3.4  Aggregate employment in manufacturing

In order to understand the effect of trade liberalization on aggregate employment in
manufacturing, the question of gains from trade needs to be probed. In textbook expositions,
lowering of trade barriersautomatically allows both countriesto attain higher consumptionlevels,
i.e., global aggregate demand for (and hence production of) both goods rises. But thisisonly a
possibility, not acertainty. That trade-induced specializationincreases global productive potential
isnot indoubt. But it iscertainly not obviousthat such specializationalso increases global demand.
Since lowering of trade barriers leads to changes in both relative prices and income distribution,
the net effect of trade on globa demand for the products involved cannot in fact be predicted.

Some smple examplesillustratethe point. Supposethat skilled workersconsume only skill-
intensive goods while unskilled workers consume only labour-intensive goods. In North, incomes
of the skilled workers increase but the relative price of the skill-intensive good also rises so that
the effect on domestic demand for the skill-intensive good is ambiguous. In South, the relative
price of the skill-intensive good fdls but incomes of the skilled workers also decline so that, once
again, the effect on demand for the skill-intensive good is ambiguous. Exactly similar arguments
can be made in the case of the labour-intensive good.

What these smple examples suggest is that trade liberalization can conceivably be
associ ated with stagnation or even declinein the global demand for the goodsinvolved eventhough
the export sectors of participating countries will experience demand growth. This means that
manufacturing employment at the global level could decline. If this happens, manufacturing
employment will also decline in North where the employment elaticity falls as a result of trade
liberalization (because of the declining weight of labour-intensive manufacturing in total
manufacturing); job losses in labour-intensive sectors cannot be fully neutralized by job gainsin
skill-intensive sectors. Manufacturing employment in South, where the employment elasticity
should rise as aresult of trade liberalization (because of the growing weight of |abour-intensive
manufacturing in total manufacturing), may still increase; the likelihood that job gains in labour-
intensive manufacturing would exceed joblossesin skill-intensive manufacturing isstrong. But the
magnitude of such gainsisunlikely to be large when global demand for the labour-intensive good
fals.

The observations above do not take account of the second-order effects of trade
liberalization. In the case of South, if trade liberalization stimulates export growth, then this may
ease the “foreign exchange constraint” and thus stimulate growth of the manufacturing sector as
awhole.? It is also possible for this growth effect to be dominant so that employment increases
in al industries including import-competing industries. It is difficult to hypothesize this kind of a
growtheffect inthe case of North sinceabinding “foreign exchange constraint” cannot be plausibly
assumed.

Another possibility that must be reckoned with is that, in the wake of trade liberalization,
capital fromNorth may flow into theimport-competing sector in Souththrough activitiesof TNCs.

2 See Chenery and Strout, 1966, for elaboration on the notion of “foreign exchange constraint”.
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This possibility is strong if there are large domestic or regional markets to exploit. Such capital
flows also create possibilities of employment growth in the manufacturing sector as a whole.

Whenthese second-order effects(whichwould generally belagged) aretakeninto account,
it does seem that aggregate manufacturing employment cannot but substantialy increase in South.
This has two important implications. First, it can no longer be asserted that trade liberalization
reducesthe demand for skilled workersin South. Second, adeclinein South’ sdemand for the skill-
intensive good exported by North becomes unlikely. On the whole, therefore, trade liberalization
should increase global aggregate demand for manufactures, although atemporary decline cannot
be ruled out since adjustment lags are involved.

3.5 A summing-up

There are good reasons to think that growth of trade in manufactures with developing
countrieswill reduce real wages and/or employment of unskilledworkers, increasewageinequality
and reduce employment el asticity in the manufacturing sector of industrialized countries. Itismuch
harder to find good reasons to expect symmetrical labour market consequences of trade in
developing countries. The only theoretical conjecture that can be made with some confidence is
that the employment elasticity in manufacturing will rise. Given the existence of substantial surplus
labour and dualistic labour markets in these economies, growth of trade in manufactures may
neither increase wages of unskilled workers nor reduce wage inequality. International mobility
of labour, givenitscurrent characteristics, could counter the growth of wage inequality in North
but further reduces the possibility of decline in wage inequality in South.

The effect of trade on aggregate employment in manufacturing cannot be predicted a priori
for either industrialized or developing countries. The only thing that can be sad is that the
probability of aggregate employment rising issignificantly higher for developing countries because
growth of exports increases the employment elasticity in manufacturing, eases the “foreign
exchange constraint” and may induce capital inflows from North.

It isworth emphasising that trade in this context refersto trade based on Heckscher-Ohlin
comparative advantage. Labour market effects of trade in manufactures arising in response to
consumer tastesfor variety or fromattemptsby TNCsto reap benefitsof increasing returnsto scale
may well be different and are not being explored in this paper.

4. The changing pattern of world trade”®

That aprocess of trade liberalization has been under way sincethe late seventies can hardly
be doubted. Both natural and policy barriersto trade have been faling.?* There have been fairly
dramatic improvements in transport, telecommunication and information technologies. Most
governments have pursued trade liberalization policies. Tariffs have increasingly replaced
guantitative restrictions and import duties have been declining in most countries of the world
(Figure 1) since the late seventies; these processes, moreover, were bolstered by the agreements

% The discussion in this section is based on the statistical data presented in Appendix Tables 1.1-1.15.

% Evidence and discussionsare availablein UNCTAD, 1997 and 1999; IMF, 1997; World Bank, 1999;
and WTO, 1998.



11

fromthe Uruguay Round of GATT negotiations and the establishment of WTO in 1994. Sincethe
mid-eighties, global capital flows have aso shown a particularly sharp rise. As Figure 2 indicates,
growth of flows of foreign direct investment wasfar sharper during 1985-95 than during 1970-85.

The surpriseisthat these rather dramatic changes do not seem to have induced any dramatic
change in the growth of world trade. World exports grew faster than world GDP throughout the
period 1960-96. As Figure 3 shows, however, though the share of exportsin world GDP showed
arisngtrend, thiswasasteady, long-termtrend. No significant deviation fromthelong-termtrend
is observed either in the eighties or in the nineties. Manufactured exports also grew faster than
other exportsduring 1960-96, but thistrend too has been steady and long-termin character (Figure
4). Thus both the rate and the pattern of growth of world trade appear to have been roughly the
same in the eighties and the nineties as they had been in the sixties and the seventies.

It must also be noted that throughout the period 1960-95, the growth of world GDP has
been steadily decelerating. This means that the rising share of exportsin GDP did not necessarily
mean accelerating or even stable growth of world trade. In fact, sincethe share of exportsin GDP
grew at a steady pace over the long run, it isfairly obvious that the growth of world exports has
been decelerating in much the same way as the growth of world GDP. Increasing liberalization of
trade apparently has had no stimulating effect either on the growth of world exports or on the
growth of world GDP. One is left wondering why trade-related issues have received so much
attention in recent years.

Things begin to look different once attention is focussed on trade relations between
industrialized and developing countries. Since the beginning of the eighties, the degree of export-
orientation (as measured by the share of exportsin GDP) of the industrialized economies® has
changed little while the devel oping economies® have becomeincreasingly export-oriented. By the
mid-nineties, the devel oping economies were far more export-oriented than the industrialized
economies. A consequence was that, since the late eighties, the developing economies steadily
increased their sharein world merchandise exportswhile the share of the industrialized economies
declined. Moresignificantly, the share of manufacturesin merchandise exportsincreased at afaster
rate for the devel oping economies than for the industrialized economies throughout the eighties
and the nineties. Thus the share of the developing economies in world export of manufactures
steadily increased — from 12 per cent in 1980 to 25 per cent in 1996 — while the share of the
industrialized economies steadily declined —from 83 per cent in 1980 to 72 per cent in 1996.

Three further observations can be usefully added. First, throughout the eighties and the
nineties, trade liberaization was occurring basicaly in the developing economies since the
industrialized economies were already very open by then (though the use of non-tariff restrictions
such as anti-dumping measures showed a tendency to rise in the latter). Second, the developing
economies received an increasing share of global inflows of foreign direct investment particularly
inthe nineties; this sharerose from 23 per cent in 1970 to 31 per cent in 1995 and further to 38 per
centin 1997. Correspondingly, the shareof theindustrialized economies declined from 76 per cent
in 1970 to 63 per cent in 1995 and further to 55 per cent in 1997. Third, the two groups also

% The industrialized economies are defined, here and throughout the rest of the paper, to include
Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Japan,
Luxembourg, Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom and
United States.

% The developing economies are defined, here and throughout the rest of the paper, to include all
countries of Asia-Pacific except Japan, Australiaand New Zealand, and al countriesof Latin Americaand Africa.
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Figure 1: Import duties as a % of imports - World
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differed significantly in terms of growth performance. The industrialized economies were
experiencing decelerating growth while the devel oping economies sustained more or less steady
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Figure 3: Exports of goods and services as % of GDP - World
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It would appear that globalization is readly about changing trade relations between the
industrialized and the devel oping economies rather than about rapid expansion of world trade as
such. Eventhis proposition, however, turns out to be incorrect on closer inspection. For, much of
the observed changes in trade relations actually reflect shifts in the position of a small number of
devel oping economies (henceforth referred to asthe Group of 13 economies) in the global market
place.?’

The performance of the Group of 13 economiesin terms of export expansion was indeed
very impressive. Between 1970 and 1995, the share of exportsin GDP increased from just 8 per
cent to 31 per cent and the share of manufacturesin total exportsincreased from 22 per cent to 66
per cent. Their sharein total exports from the developing economies increased from 39 per cent
in 1970 to 74 per cent in 1995, that in merchandise exportsincreased from 33 per cent in 1980 to
72 per cent in 1996 and that in manufactured exportsincreased from 73 per cent in 1980 to 88 per
centin1996. Their shareintotal flow of foreigndirect investment into devel oping economiesrose
from 47 per cent in 1970 to 82 per cent in 1995. Though a few of these economies suffered
economic fluctuations, on the whole they sustained higher growth than the rest of the world
throughout the period 1960-95.

Therecent episodesof tradeliberalization and globalization, therefore, have been associated
with dramatic changes not so much in economic relations between the industrialized and the
devel oping economies as in economic relations between the industrialized economies and afew
dynamic developing economies. The nature of economic relations between the industrialized
economies and the rest of the developing world (i.e., excluding the Group of 13 economies) —
henceforth referred to as the other developing economies — remains largely unaltered. For the
latter, the share of exports in GDP remained stable between 1975 and 1995. They made little
progress in increasing manufactured exports and consequently remained exporters of primary
productsand importersof manufactures. Theinternational division of labour between themand the
industrialized economies underwent no major qualitative change.

An andysis of the changing patterns of trade in manufactures provide additional insights.
Till the late-eighties, the importance of trade in manufactures among the industrialized economies
was rising and, correspondingly, the percentage of manufactured exports from the industrialized
economies going to the developing economies was declining. The trends were in the opposite
directionin the nineties. The result wasthat in 1996, the shares of manufactured exportsfromthe
industrialized economiesgoingto, respectively, theindustrialized (70 per cent) and the developing
economies (26 per cent) wereroughly the same asin 1980. An important change had nevertheless
occurred. Since the late-eighties, the Group of 13 economies became increasingly important
destinations for manufactured exports from the industrialized economies; correspondingly, the
percentage of these exportsgoing to the other devel oping economies remained virtually constant.

The share of manufactured exports from the Group of 13 economies going to the
industrialized economiesincreased till 1987 and then declined fairly steadily while the share going
to the other developing economies declined till 1987 and then remained roughly stable. Most
remarkably, trade in manufacturesamong the Group of 13 economieswasgrowing at aconsistently

Z Thethirteen devel oping economiesare: Argentina, Brazil, China, Hong Kong (China), India, Indonesia,
Republic of Korea, Malaysia, Mexico, the Philippines, Singapore, Taiwan (China) and Thailand. Several of these
countries and regions are now regarded as industrialized, and the Republic of Korea and Mexico are members of
the OECD.
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rapid pace since the late-eighties. By 1996, the share of manufactured exports from the Group of
13 economiesgoing to theindustrialized economieswas 55 per cent, the share going to the Group
of 13 economieswas 36 per cent and the share going to the other devel oping economieswas only
7 per cent.

It is worth noting that the pattern of trade between the Group of 13 economies and the
other devel oping economies has come to resemble that between the industrialized economies and
the other developing economies. It is evident from the indicators of balance of trade in
manufactures that the other developing economies export mainly primary commodities to both
groups and import mainly manufactures from both groups. Between the industrialized economies
and the Group of 13 economies, onthe other hand, trade now occursbasically in manufacturesand
this trade has been roughly balanced since the mid-eighties.

What these facts very clearly bring out is that, for empirical investigation into the issues
with which this paper is concerned, it is adequate to focus on the group of industrialized
economies on the one hand and a group of just thirteen developing economies on the other.
Globalization has not meant explosive growth of world trade, nor hasit meant aradical changein
the age-old international division of labour between the industrialized and the developing
economies. It has only underlined the emergence of a small number of the devel oping economies
as important players in the world economy.

The fact that alarge maority of the developing countries derived little benefit from trade
liberalization is sometimes referred to as marginalization. It needs to be said that the term has a
special meaning in the current context. It is not that alarge majority of the developing countries
are getting poorer, nor that their exports have ceased to grow. But they have been unable to shift
their export-base from primary commoditiesto manufactures; themost likely reasonisthelow level
of infrastructure devel opment.? They are getting marginalized in the sense that the importance of
their exports in the world economy is declining.

5. Trade and manufacturing employment: Empirical analysis

5.1 Database and methodology

The empirical analysis that follows is concerned with labour market effects of trade in
manufactures between the industrialized economies and the Group of 13 economies. Thefirst step
inthisanalysisisidentification of typical items of export and import for both groups of economies.
Thisis particularly important in the context of this paper. Given that the theoretical propositions
at issue apply (strictly speaking) only to trade in manufactures between countries at different levels
of development, use of general indices such as the degree of export-orientation or of import
penetration for classifying industries or productsfor purposes of empirical analysis would clearly
be inappropriate. As noted above, a large part of the world trade in manufactures takes place
among countries that are structuraly similar; labour market effects of such trade, which is not
based on Heckscher-Ohlin comparativeadvantage, arenot under investigation here. Seriousefforts

% The theoretical basis for this argument has already been stated. Empirical substantiation, though
obviously important, is not attempted here.
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were, therefore, madeto identify the typical itemstraded between the industrialized economiesand
the Group of 13 economies.

The methodology and the database used to identify the typical items of export and import
for the economies under consideration can be briefly described as follows. From the detailed
statistics on value and direction of trade available from UN sources, the major manufactured items
(at 4-digit leve of classification) which the industrialized economies export to the Group of 13
economies and those which the Group of 13 economies export to the industrialized economies
were first identified.”

A parallel exercise was carried out to categorize industries (at 4-digit level of dis
aggregation) asexport-oriented or import-competing or others; theindex used for the purposewas
“net exports (exports — imports) as percentage of output”. The UNIDO database on demand-
supply balance for 4-digit level industrieswas used for the purpose of thisexercise.* A significant
positivevauefor theindex wastakento indicate export-orientationand asignificant negative value
was taken to indicate import-competition.®

Theligt of export-oriented industriesfor each of the economies, emerging from the second
exercise, was then compared with the list of important export items for the economy concerned,
emerging fromthefirst exercise, and afind list of export-oriented industrieswas derived fromthis
comparison. Similarly, the list of import-competing industriesfor each of the economies, emerging
from the second exercise, was compared with the list of export items of trading partners (the
industrialized economiesin the case of the Group of 13 economiesand vice versa), emerging from
thefirst exercise, and afinal list of import-competing industries was derived from this comparison.
This methodology ensured exclusion of industries exporting to or competing with imports from
other economies within each of the two groups from the lists of “export-oriented” and “import-
competing” industries.®

® Thedetailed (at 4-digit level of industrial classification) statistics on value and direction of trade have
been compiled in a convenient format by STATCAN —the Statistical Office of Canada. These statistics were used
to compute, for each of the Group of 13 economies, total manufactured exportstotheindustrialized economiesand
the share of each of the 4-digit items in thetotal. Similar calculationswere done for the manufactured exports of
theindustrialized economiesto the Group of 13 economies. Theitemswerethen arranged in descending order of
importance (asindicated by the share of each of the itemsin total manufactured exports) and a cut-off point was
chosen for each case. Theitems selected in thismanner generally accounted for between 70 and 80 per cent of total
manufactured exports. The exercise was carried out for four years — 1980, 1985, 1990 and 1995 — and theitems
commonly appearing in at least two of these four years were finally chosen as the typical items of export.

% The database provides information on values of output, export and import for each of the 4-digit
industries.

3 Cut-off pointshad to be defined for determining significance or insignificance of thevalues of theindex.
For the purpose, two ratios were used as rough guidelines —theratio of exportsto output and the ratio of imports
to output for the entire manufacturing sector. The underlying ideais that trade orientation of a particular branch
of
manufacturing can be defined only with reference to trade orientation of the manufacturing sector asawhole. It
would obviously be absurd to use the same cut-off points for Korea (Rep) and China.

% |t needs to be stated, however, that although both sets of data were available at 4-digit level of
disaggregation, they did not usethe same classification scheme. Consequently, judgementson rough comparability
of the categories had to be made. Though such judgements cannot obviously guarantee full accuracy, all efforts
were made to reduce the level of inaccuracy. The final lists of export-oriented and import-competing industries
for individual countries are presented in Appendix 2.
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In the exercisesdescribed above, “food, beverages and tobacco” industriesand petroleum-
related industriesweredeliberately left out of account. The reasonisthat thesetend to beresource-
based industries and trade in them does not necessarily reflect comparative advantage in
Heckscher-Ohlin sense. Keeping the analytical possibilities in view, manufacturing industries in
each of the economies were findly classified into five groups: “food, beverages and tobacco”,
“petroleum and related”, “export-oriented”, “import-competing” and a residual group called
“others’.

This five-fold classification of industries is used together with a different database — the
UNIDO database onindustrial statistics—to analysethe effectsof trade in manufactures on labour.
This database provides information on employment, wages, output and value added for 4-digit
manufacturing industries for a large number of countries. Unfortunately, however, reasonably
completedataare available only for some of the relevant devel oping economies—India, Indonesia,
Korea (Rep), Malaysa and the Philippines. In the case of the industrialized economies too, the
data on France, Germany and the United Kingdom were inadequate. Given these limitations, the
analysisusing datafor 4-digit manufacturing industriesis carried out for seven economies— India,
Indonesia, Japan, Korea (Rep), Maaysia, the Philippines and the United States.

TheUNIDO databaseonindustrial statistics, however, a so providesinformationfor 3-digit
manufacturing industries and reasonable amounts of data are available for Argentina, China,
Mexico, Tawan (China) and Thailand. Given the importance of the economies concerned, it
seemed sensble to use these data. For the purpose, the five-fold classification of 4-digit
manufacturing industrieshad to betranslated into afive-fold classification of 3-digit manufacturing
industries. This could be done only by applying a sort of “majority principle’” —a 3-digit industry
was placed in one of the five categories if a majority of the corresponding 4-digit industries
belonged to that category. It is obvious that there is aloss of accuracy involved. This cannot be
helped. It has to be accepted that the results derived from the analysis of 3-digit manufacturing
industries are somewhat lessreliable than those derived fromthe analysis of 4-digit manufacturing
industries.

It will be noted that Hong Kong (China) and Singapore are being left out of account. This
is deliberate. One reason is that, being essentially port cities, these are rather exceptional cases.
Another reasonisthat it isquitedifficult in practiceto classfy industriesin the requisite categories.
In both cases, substantial partsof trade involve importsfor re-export, but the available data do not
distinguish imports for re-export from other imports or re-exports from other exports.

5.2  Factor content of exportsand imports

The point of departure for analysis of labour market effects of trade is the hypothesis that
developing countries export unskilled-labour-intensive manufactures to industrialized countries
whileindustrialized countriesexport skill-intensi ve manufacturesto devel oping countries. Empirical
investigation, therefore, should begin by substantiating this hypothesis. The problemthat arisesin
this context is that the database used in this paper provides information only on the number of
workers employed in individual 3-digit or 4-digit industries. A proxy measure of labour-intensity
or skill-intensity, therefore, had to be devised.

In order to derive such a proxy measure, we need to make an assumption: that, across
industries, output per worker rises as the ratio of skilled to unskilled workers employed in
production rises. Such an assumption iswidely used and both theoretical reasoning and empirica
evidence lend it plausibility. Workers working with more and better machines produce more, but
they also need to be more skilled if they are to work with more and better machines. Thisis why
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skill-intensity and capital-intensity are expected to move together while skill-intensity and labour-
intensity are expected to move in opposite directions.  However, work-motivation and
management efficiency are also important determinantsof |abour productivity. Thismeansthat, for
any given level of sKkill-intensity, there can be wide variations in labour productivity across
enterprises. It isimportant to bear thisin mind. But unlessthere are reasons to expect systematic
biasesin work-motivationand management efficiency acrossindustries, output per worker can il
be taken as a good enough proxy for labour-intensity or skill-intensity.

The hypothesis, then, is that, compared to import-competing industries, export-oriented
industries have a lower labour productivity in developing economies and a higher labour
productivity in industrialized countries. This hypothesisis broadly supported by the estimates of
theratio of output per worker in export-oriented industriesto that inimport-competing industries
for the economies under study presented in Table 1. These figures show that, in general, the
export-orientedindustriesaremorelabour-intensive (or lessskill-intensive) thanimport-competing
industries in developing countries and that the reverse is the case in industrialized countries.

Table 1. Ratio of labour productivity in export-oriented industries
to that in import-competing industries, aver age 1989-91

4-digit classification

India 0.51
Indonesia 0.37
Korea, Republic of 0.71
Maaysia 0.67
Philippines 0.31
Japan 248
USA 177

3-digit classification

Argentina 0.96
China 0.98
Mexico 1.01
Taiwan, China 0.56
Thailand 0.52

Note:  For Argentina, the estimates refer to the period 1989-90.
Source:  Author’s estimates based on data from the UNIDO database on industrial
statistics.
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Thereare some odd cases, however, and some commentsontheseareinorder. Inthetwo
Latin American countriesincludedin the sample, the gap in skill-intensity between export-oriented
and import-competing industriesis negligible. Since there are no strong reasons to suppose that
work-motivationand management efficiency areconsistently superior inexport-orientedindustries,
the conclusion must be that the manufactured exports of the two Latin American economies are
no more labour-intensive than their manufactured imports from the industrialized economies.
Indeed, an inspection of the typical items of export of these countries shows that certain skill-
intensiveindustriesfigure prominently among the export-oriented industries. Oneexplanation lies
inthefact that the export-oriented industriesin these countries aredominated by TNC subsidiaries
so that much of the exportsfal into the category of intra TNC trade. In the case of Mexico, for
example, thereis evidence to suggest that skill-intensity in maquiladora enterprisesis higher than
that in other manufacturing enterprises.®® Studies have shown, moreover, that even in the non-
maquiladora sector, most of the export-oriented enterprises are TNC subsidiaries and that these
tend to employ a relatively larger quantity of skilled labour than the domestic enterprises which
produce mainly for the domestic market.* It has also been argued that, in Latin America in
general, labour-intensive industries had been more heavily protected than skill-intensiveindustries
so that one of the effects of trade liberalization has been a relative decline of labour-intensive
industries.® Whatever the explanation, it seems clear that the basic premise of the standard trade-
theoretic argument does not hold in the cases of Argentina and Mexico. Thuswe have no reason
to expect the labour market effects of trade liberalization in these countries to be as predicted by
theory. These cases, therefore, are not pursued any further in the rest of this paper.®

The other odd case is China. In this case too, export-oriented industries do not appear, at
first sight, to be significantly different from the import-competing industriesin terms of labour- or
skill-intengity. In terms of specific items, however, China's exports and imports are not very
different from Thailand's or India's. This directs attention to the fact that China's exports are
produced almost exclusively by foreign capital in specia economic zones while the import-
competing products are largely produced by state enterprises that are known to be inefficient and
overstaffed.*” Given these conditions, it can be plausibly argued that though China’'s export-
oriented industries are in fact more labour-intensive than its import-competing industries, this is
not reflected in the relative labour productivity of the export-oriented industries because work-
motivation and management efficiency are systematically poorer inimport-competing industries.®

% See Feenstra and Hanson, 1997. Magquiladora enterprises are set up by TNCSin the areas bordering
the United States. They process inputsimported from the United States and other industrialized countriesfor re-
exports to those countries. Trade liberalization and NAFTA have led to arapid growth of such enterprises.

% See, for example, Alarcon and Zepeda, 1997.

® See Ravenga, 1995; Wood, 1997; Loraand Oliviera, 1998; and Harrison and Hanson, 1999.

% The limitations of the available statistical data also prevents further meaningful explorations. The
available UNIDO data on Mexico excludeinformation on maquiladora enterpriseswhilethose on Argentinaonly
cover the period 1980-1991. Many of the trade liberalising reforms in Argentina were implemented in the post-
1991 period.

%" See World Bank, 1997.

% This argument, aswe shall see, is strongly supported by all the other findings on China' s experience.
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5.3  Tradeand employment

A priori reasoning suggests that growth of trade in manufactures between industrialized
and devel oping countries should increase the employment elasticity in manufacturing in the
latter and reduce it in the former. Trade is expected to increase the share of export-oriented
industries and reduce the share of import-competing industries in manufacturing output. This
means arise in the employment elasticity in developing countries (because export-oriented
industries are more labour-intensive than import-competing industries) and afall in the
employment elasticity in industrialized countries (since import-competing industries are more
labour-intensive than export-oriented industries).

The reference periods used in constructing Table 2, which presents the estimates of
employment elasticity, have been based on the observed behaviour of manufactured exportsfrom
the countries concerned. For most of the countries (including the United States of America),
accelerated growth of manufactured exports commenced in the second half of the eighties. For
Japan and K orea, however, export growth was steady throughout the eighties and the ninetiesand
reflected long-term trends.

Table2: Employment elasticity: manufacturing sector

Period 1 Period 2 Thefull period
4-digit classification
India -0.28 (81-86) 0.35 (87-94) 0.16 (81-94)
Indonesia 0.60 (81-87) 0.72 (88-96) 0.73 (81-96)
Korea, Republic of 0.50 (81-89) 0.00 (90-95) 0.22 (81-95)
Malaysia -0.28 (81-87) 0.85 (88-95) 0.65 (81-95)
Philippines - 0.00 (88-97) -
Japan - - 0.20 (85-93)
USA 0.00 (88-95) 0.00 (90-96) -
3-digit classification
China 0.27 (80-86) 0.53 (87-96) 0.44 (80-96)
Taiwan, China - - -
Thailand - 0.77 (86-94) -

Note:  The elasticities are estimated by dividing the rate of growth of employment by the rate of growth real output.
In the case of Taiwan, China, no estimates could be derived because real output growth could not be estimated
(for lack of asuitable deflator). In the cases of the Philippines and the USA, employment growth during the
relevant periods was statistically insignificant.

Source:  Based on the estimates presented in Table 3 and Appendix Table 1.17.
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The experiences of China, India, Indonesia and Maaysia provide direct support to the
propositionthat tradeincreasesthe employment el asticity in manufacturing in devel oping countries,
in al these cases, there was a significant rise in the employment elasticity in the second period —
the period when growth of manufactured exportsaccel erated. Eveninthe caseof Thailand, though
atwo-period comparisonis not possible, the high value of the elasticity observed for the period of
trade expansion is an indication of positive effect of trade. Such effects are not observed in the
cases of the Republic of Korea and the Philippines. In the case of Korea, the periodization is
almost certainly inappropriate; a comparison of the experience in the seventies with that in the
eightiesmight have been more appropriate. By the end of the eighties, the commodity composition
of Korea's exports was changing. In some of the traditional |abour-intensive manufactures, the
country ceased to enjoy comparative advantage and was developing export capability in some of
the (traditionally) import-competing industries. These changesseemto have signalled the beginning
of a“de-industrialization” phase — an indication that Korea' s economy wasready to join the ranks
of mature industrialized economies. In the case of the Philippines, the export performance was
rather erratic.

On the other hand, the evidence does not suggest any clear trend in the employment
elagticity in manufacturing in the two industrialized countries. In the case of Japan, two-period
comparison was not possible; however, given its fairly high value for the whole period, the
employment elasticity is unlikely to have declined. In the United States, too, the employment
elasticity cannot be said to have declined, but here the manufacturing sector seems to have
experienced jobless growth - at |east since the late-eighties.

The changesinthe employment el asticity in manufacturing, it may berecalled, are expected
to result from changes in the output composition in manufacturing. Thusin both developed and
developing countries, the share of export-oriented manufactures in total manufacturing output is
expected to rise and the share of import-competing manufactures is expected to fall. These
changeswould obvioudy imply corresponding changesin the shares of export-oriented and import-
competing industries in total manufacturing employment.

The inter-temporal movements in the share of export-oriented industries in total
manufacturing employment in the sample economies, graphically presented in Figure 5, suggest a
number of conclusions. First, they confirm that, in the cases of China, Indonesiaand Malaysia, the
observed risein the employment el asticity isattributable to trade liberalization. Inthe case of India,
however, the share of export-oriented industries in total manufacturing employment has actually
been declining; the observed rise in the employment elasticity, therefore, cannot be attributed to
export growth. Second, the case of Taiwan (China) clearly providesanother example of how trade
in manufactures rai ses the employment elasticity in manufacturing in developing countries. Third,
in the case of the Philippines, the share of export-oriented industries in total manufacturing
employment fluctuated a great deal but on the whole tended to decline. Thus the employment
elasticity in manufacturing probably a so declined. Fourth, inthe Republic of Korea, too, the share
of export-oriented industriesintotal manufacturing employment declined, but thereareno surprises
here.



Figure5: Share of export-oriented industriesin total manufacturing employment
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Findly, in both Japan and the United States, the share of export-oriented industriesin total
manufacturing employment declined (the declinewas much milder in Japan) eventhough theexport
performance of both countries was good. This is contrary to expectation; the effect of trade
liberalization seemsto have been neutralized by other developments. At any rate, the trendsin the
employment elasticity remain unclear in both cases.

The movements in the share of import-competing industries in total manufacturing
employment are graphically presented in Figure6. In the two devel oped economies (Japan and the
United States), this share declined as expected. But the really striking aspect brought into focus
by the graphsisthat, contrary to expectation, the share has been rising in most of the developing
economies included in the sample; the exception is China where the share declined as expected.
A closer inspection reveals some variations across countries. Thusin the Philippines, the share of
import-competing industries was rising precisely during the period when the share of export-
oriented industries was faling. In Indonesia too, the share of import-competing industries was
faling for part of the period when the share of export-oriented industries was rising. In the case
of Korea (Rep.), the evidence is consistent with the ideathat the comparative advantage has been
changing. But these variations should not obscure the really important point: while trade in
manufactures with industrialized countries may have adverse effects on employment growth in
import-competing industries in developing countries, these are neither necessary nor lasting;
simultaneous growth of employment in export-oriented and import-competing industriesisin fact
quitetypical. Inindustrialized countries, in contrast, the effect of trade with developing countries
on employment in import-competing industries seems to be necessarily adverse.

It thus appearsthat thereisanimportant asymmetry between devel oping and industrialized
economies. trade can actually stimulate employment growth in import-competing industries in
developing economies while it necessarily has an adverse impact on employment in import-
competing industriesinindustrialized countries. Thisasymmetry isdemonstrated evenmoreclearly
by the estimates of average annual growth rates of employment in the manufacturing sector as a
whole and in its various segments in different periods presented in Table 3.*° In the sample
developing economies, trade liberalization seems to have universaly stimulated employment
growth in the import-competing industries; there is no case where employment growth inimport-
competing industries lowed down in the wake of trade liberalization. In fact, it isquite clear that
trade liberalization generaly led to an acceleration of employment growth in al branches of
manufacturing. In some cases, as in India, the share of export-oriented industries in total
manufacturing employment declined not because therewas no accel erationin employment growth
in export-oriented industries but because the acceleration was greater in other branches of
manufacturing; the employment elasticity in manufacturing increased in India essentialy because
of the acceleration in the growth of “food, beverages and tobacco” industries (which are less
labour-intensive than export-oriented industries but more |abour-intensive than import-competing
and other industries). In both Japan and the United States, on the other hand, employment in the
import-competing industries consistently declined.

* No data relating to petroleum and related industries are presented. These industries account for less
than | per cent of manufacturing employment in al the countries under review.



Figure 6: Share of import-competing industriesin total manufacturing employment
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Table 3: Annual average rate of growth of employment
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Export- Import- Food Other Total
oriented competing beverages manufacturing manufacturing
industries industries tobacco
4-digit classification
India, 1981-86 0.0 0.0 -6.2 0.0 -1.6
1987-94 19 25 32 21 24
1981-94 0.0 20 0.0 13 11
Indonesia, 1981-87 111 7.3 10.5 12.5 10.8
1988-96 11.7 12.2 52 78 9.3
1981-96 131 9.9 6.7 10.5 10.5
Korea,
Republic of, 1981-89 5.6 8.8 34 6.6 6.0
1990-95 0.0 4.0 0.0 0.0 0.0
1981-95 18 6.8 12 24 25
Malaysia, 1981-87 0.0 0.0 0.0 -45 -1.8
1988-95 12.8 14.8 4.3 10.9 12.2
1981-95 8.1 10.8 20 5.9 7.6
Philippines, 1983-87 20 -55 0.0 0.0 0.0
1988-97 0.0 5.6 0.0 0.0 0.0
1983-87 - - - - -
Japan, 1985-89 0.0 -0.9 13 0.8 0.0
1985-93 0.0 -0.7 14 0.9 0.7
USA, 1981-89 0.0 -2.4 0.0 0.0 0.0
1990-97 -0.8 -0.7 0.0 11 0.0
1988-95 -1.7 -1.6 0.6 0.0 0.0
1981-97 -0.7 -1.7 0.2 0.2 -0.3
3-digit classification
China, 1980-86 438 23 4.0 34 3.7
1987-96 7.2 5.3 6.0 9.3 6.2
1980-96 75 45 59 7.7 59
Taiwan, China 1980-89 6.0 4.0 3.7 16 3.9
1990-96 -0.8 15 0.0 -15 0.0
1980-96 17 29 0.9 -1.4 0.9
Thailand, 1982-86 4.7 -0.1 -4.2 -6.1 -1.9
1986-94 14.4 10.5 114 10.7 12.2
Note: Growth rates for Thailand were estimated by using terminal values as continuous time-series were not available. Other growth

rates are estimated by fitting regression equations. Statistically insignificant values are put as 0.0. In the case of Japan, the second

period (1990-93) was too short. In the case of the Philippines, there appeared to be a break in the series between 1987 and 1988.
Source:  Author’s estimates based on data from the UNIDO database on industria statistics.




28

It isperhaps useful to reflect on possible reasons for the asymmetry. Two possible reasons
were suggested in the discussion of theoretical considerations above. First, trade might have the
effect of easing the foreign exchange constraint for developing countries; this stimulates growth
of manufacturing in general. Second, trade liberalization could encourage inflowsof foreign direct
investment into export-oriented as well asimport-competing industries in devel oping economies.
A third possible reason is that the income elasticity of demand for skill-intensive goods (import-
competing goods in devel oping economies) is usualy higher than that for labour-intensive goods
(import-competing goods in industrialized countries). Finaly, the existence of surplus labour in
most developing countries makes smultaneous growth of employment in all branches of
manufacturing possible.

It must be recognized, however, that the decline in employment in import-competing
industries in the two industrialized countries is not wholly attributable to growth of trade with
developing countries. Employment in export-oriented industries, which would normally be
expected to grow as a result of growth of trade, actually recorded zero growth in Japan and
negative growth in the United States. This strongly suggests that there were factors other than
trade which reduced the employment intensity of production in both export-oriented and import-
competing industries. Indeed, inthe United States, these other factors seem to have been dominant
during 1988-95 (a period when export growth was fairly impressive) when employment declined
in both export-oriented and import-competing industries at roughly the same rate.

Another noteworthy fact isthat the adverse effect of trade on manufacturing employment
inindustrialized countries has been quite small. In the mid-eighties, the share of import-competing
industries in total manufacturing employment was less than 12 per cent in both the United States
and Japan.*® Although employment in these industries has declined since then, it is clear from the
evidence cited above that the decline has been nothing very dramatic. Moreover, even this decline
is not wholly attributable to trade. Given these facts, trade with developing countries does not
seem to explain even the trend in aggregate manufacturing employment. It isobvioudy absurd to
hold trade responsible for the economy-wide unemployment problem in industrialized countries.
It is not only that the adverse effect of trade on manufacturing employment is quite small. The
share of manufacturing in total employment in these economiesis aso small. Even in the early
eighties, this share was 24 per cent in Japan and 22 per cent in the United States.

The general conclusions suggested by the evidence are as follows. Growth of trade (in
manufactures) with developing economies does have a depressing effect on manufacturing
employment in industrialized economies, but the effect is quite small. Such trade, on the other
hand, has alarge positive effect on manufacturing employment in developing economies because,
apart fromthe fact that export-oriented industries are more |abour-intensive than other industries,
export expansion stimulates output growth in al branches of manufacturing (including import-
competing industries).”

It is true that job losses affect the unskilled workers more than the skilled workers in
industrialized countries. In developing economies, on the other hand, job gains seemto accrueto
both skilled and unskilled workers though unskilled workers generaly derive larger benefits
(because more of them work in the export-oriented industries). Contrary to expectation, the

“ These arethe author’ s estimates based on statistics derived from the UNIDO database. See Appendix
Table 1.18.

“ Thesefindingsarein linewith the predictions of someearlier studiesthat advocated tradeliberalization
precisely on these grounds. See, for example, Lydall, 1975, and Kruger et.al. 1981.
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evidence does not suggest that the skilled workers in developing countries suffer job losses as a
result of trade liberalization.

54  Tradeand wages

The database being used here does not provide information on wage rates for skilled and
unskilled workers separately. Indeed, it does not provide information directly on wage rates at all.
It only provides, for each 3-digit or 4-digit industry, total number of workersand the total amount
paid to them in wages and salaries. From these data, it is possible to estimate only the values of
average wage per worker in different branches of industry. Even such estimates are useful,
however. In the case of developing economies, the ratio of unskilled to skilled workers employed
in production is much higher in export-oriented industries than in import-oriented industries; the
reverse is true in the case of industrialized economies. The ratio of wage per worker in import-
competing industries to that in export-oriented industries, therefore, can be used as a measure,
albeit imperfect, of wage differential between skilled and unskilled workers. A reduction in this
ratio implies a widening wage differential in industrialized countries and a declining wage
differential in developing countries; correspondingly, an increase in this ratio implies a declining
wage differentia in industrialized countries and a widening wage differential in developing
countries.

The trade-theoretic argument leads us to expect that trade in manufactures between
industrialized and devel oping countries reducesthe wage differential between skilled and unskilled
workersin developing countries and increasesit in industrialized countries. However, as pointed
out earlier, given the conditions of dualism and surplus labour prevailing in many developing
countries, decline in the wage differential is not logically inevitable. Besides, we now know that
trade does not necessarily reduce employment in import-competing industries in developing
countries. This further reduces the possibility of trade reducing the wage differential. Thus the
hypothesis that is explored here can be stated as follows: trade reduces the ratio of wage per
worker in import-competing industries to that in export-competing industries in industrialized
countries and may or may not reduce this ratio in developing countries.

The inter-temporal movements in the relevant wage ratio in different countries (in the
sample) aregraphically presented in Figure7 and therelevant dataare presentedin Appendix Table
1.19. Inthe case of the devel oping economiesin the sample, the graphs confirm that trade may or
may not reduce wage inequality. The wage differential fell in Taiwan (China), Malaysia and the
Republic of Koreabut rose in Indonesia and India. In the Philippines, it increased during 1986-91
(when export performance was good and declined thereafter (when export performance was
erratic); thus trade was actually associated with growing wage inequality. Thailand is not
represented in the graphs but, as we shall see, thereis evidence of declining wage inequality.
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Figure7: Ratio of wage per worker in import-competing industriesto that in export-
oriented industries
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The varying country experiences cannot be satisfactorily explained here; but they obvioudly
lend plausibility to the general argument that effects of trade on wage inequality in developing
economies are conditioned by the degree of labour market duaism. Taiwan (China) and the
Republic of Korea have been promoting export-oriented manufacturing for a much longer period
than the other countries and had ceased to be labour-surplus economies by the early eighties.
Malaysiahad started witharelatively small amount of surplus labour and, by the end of the eighties,
had actually become a labour-scarce economy that was attracting migrant workers from the
neighbouring countries (particularly Indonesia and the Philippines). Thailand too was beginning to
attract migrant workers(particularly fromne ghbouring Myanmar) - anindi cation that the economy
was becoming labour-scarce. The observed decline in the wage differential in these four countries
resulted from the growing tightness of the non-formal labour market and the associated declinein
labour market dualism. India, Indonesiaand the Philippines, on the other hand, started with large
stocks of surplus labour and remain labour-surplus economies to this day. The evidence suggests
that the effectsof trade were Smply not strong enough to tighten the non-formal labour market in
these countries. Trade, moreover, did not adversely affect employment growth in the import-
competing industriesin any of these countries and there is no reason to suppose that the demand
for skilled labour declined. Given these circumstances, the observed decline in the relative wage of
unskilled workers does not seem particularly puzzling.

In the case of the two industrialized countries, there are some surprises. The graphs show
that the wage differential showed no particular trend in Japan and actually tended to fal in the
United States. Thus the idea that trade with developing countries increases the relative wage of
skilled workers in industrialized countries receives no support from the evidence. The declining
tendency in the United States, it must be said, was rather weak and the differential increased quite
sharply in the last two years (1996 and 1997) of the period covered. But 1988-95 was a period of
trade expansion and the wage differential narrowed precisely during this period. On the whole, the
results seem to contradict what has by now become the conventional wisdominthe United States.
But the contradiction can be easily resolved. Research in the United States has indeed shown that
the wage gap between skilled and unskilled workersincreased substantially sincethe early eighties.
But this research focussed on wage ineguality in the economy as a whole rather than on wage
inequality inthe manufacturing sector.** The evidence presented here suggeststhat wageinequality
grew not within but outside the manufacturing sector. Growth of manufactured imports from
developing countries, therefore, had very little to do with the growth of wage inequality. The fact
that, inthe case of Japan too, trade was not associated with growing wage differential adds strength
to this argument.

The estimates of average annual growth of real wages, presented in Table 4, allow usto add
some pertinent observations. In the developing economies, real wage growth was substantial in al
branches of manufacturing; the changes in wage inequality reflected differentia rates of growth
rather than wage declinefor any particular group of workers. The same observations hold for Japan
aswdll. But inthe United States, real wagesin al branches of manufacturing stagnated; indeed, they
declined during 1988-95, a period when the economy performed fairly well in terms of both export
expansion and growth of manufacturing output. The possibility that stagnation or decline in wages
affected all workers - skilled and unskilled - in manufacturing cannot certainly be ruled out.

“2 Cf. Collins, 1998, and Freeman, 1998.



Table 4: Annual average rate of growth of real wage per worker
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Export- Import- Food Other Total
oriented competing beverages manufacturing manufacturing
industries industries tobacco

4-digit classification

India, 1981-86 2.8 4.0 9.4 2.8 4.6
1987-94 0.7 2.0 2.3 0.0 13
1981-94 1.4 25 4.1 15 2.1

Indonesia, 1981-87 3.8 6.0 34 5.2 4.4
1988-96 37 0.0 0.0 0.0 0.0
1981-96 2.4 25 2.6 1.9 2.3

Korea,

Republic of 1981-89 8.3 7.6 6.3 7.1 7.8
1990-95 7.6 6.3 6.2 7.7 7.4
1981-95 9.2 8.0 7.1 8.7 8.8

Malaysia, 1981-87 4.8 5.4 5.6 3.2 4.7
1988-95 5.1 35 1.9 2.3 36
1981-95 2.9 2.0 2.4 1.7 2.3

Philippines, 1983-87 0.0 0.0 0.0 0.0 0.0
1988-97 0.8 0.0 0.0 2.2 15
1983-97 . . . - .

Japan, 1985-89 2.2 2.3 1.6 2.6 2.3
1985-93 1.4 15 0.6 2.0 1.6

USA, 1981-89 1.1 1.1 0.0 0.7 0.9
1990-97 1.6 0.6 0.0 1.0 1.1
1988-95 0.0 0.0 -0.8 0.0 -0.4
1981-97 0.5 0.4 -0.4 0.3 0.3

3-digit classification

Thailand, 1986-94 4.9 2.9 34 3.2 3.7

Note: Growth rates for Thailand were estimated by using terminal values as continuous time-series were not available.
All other growth rates were estimated by fitting regression equations. Statistically insignificant estimates are put
as 0.0. For Chinaand Taiwan (China), real wages could not be estimated as no suitable deflators were available
from the sources used in this paper. In the case of Japan, the second period (1990-93) was too short.

Source:  Author’s estimates based on nominal wage data from the UNIDO database on industrial statistics and consumer
price index from World Bank, World Development Indicators.
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To sum up, the evidence examined here does not suggest that trade in manufactures
necessarily increases wage inequality in industrialized countries and necessarily reduces it in
developing countries. Growth of trade seems to have been associated with declining wage
inequality in manufacturing in the United States and with unchanging wage inequality in Japan. On
the other hand, expansion of trade was associated with growing wage inequality in several
developing economies. In the case of these economies, it is possible to argue that surplus labour
and labour market dualism neutralized the effect of trade on wage inequality. Empiricaly,
moreover, it has been found that trade does not have any necessary adverse effect on employment
of skilled workers as predicted by theory. The observed behaviour of wage inequality in
industrialized economies, however, cannot be adequately explained here. Perhaps the main
explanation is to be found in the important role that collective bargaining plays in determining
wages in manufacturing.

6. Conclusions

Intheory, globalizationshould promotetrade and stimul ate growth of the world economy.
In redity, there is little sign of all this happening. Trade barriers have come down, vast
improvementsin transport and communication systems have occurred and international mobility
of capital has sharply increased. But world trade and GDP have recorded decelerating growth. It
seems undeniable too that dangers of economic instability have increased, particularly for
developing countries.

But trade liberalization should not be equated to globdization. The risks generated by
globalization arise from problems associated with short-term capital flows and not from trade
liberalization. On the other hand, there is evidence to suggest that the benefits of trade
liberalization outweigh the costs. One visible effect has been the emergence of afew developing
economies - mostly in Asia - asimportant playersin the world economy. These economies have
broken through the barriers of the long-established international division of labour to emerge as
important producers and exporters of modern manufactures. However, for the vast majority of
developing economies, which lack basic physical and social infrastructure, trade liberalization has
meant very little. They arenot in apositionto benefit from the expansion of trade in manufactures
and have remained exportersof primary commodities. Their importancein the world economy has
arguably declined because the importance of primary commoditiesinworld trade hasdeclined. All
this, to be sure, is a matter of concern, but that concern should lead us to focus on problems of
building infrastructure in developing countries rather than to condemn trade liberalization.

Paradoxically, even the limited changesin the pattern of world trade have aroused fears
and apprehensions precisely in those countries which are in a position to benefit from them. In
industrialized countries, growth of trade in manufactures with developing countries is held
responsible for the problems of unemployment and growing inequalities. In developing countries,
there are concerns about poor working conditions in export-oriented industries. The analysis
presented in this paper suggests that these fears and concerns, though not without basis, are
grossly exaggerated.

Growth of trade in manufactures with developing countries has undoubtedly had some
adverse effectson employment in unskilled-labour-intensive industriesin industrialized countries.
But the evidence from Japan and the United States shows that such effects have been too small
to explain even the trends in total manufacturing employment. Thus it is patently absurd to
attribute the economy-wide unemployment in industrialized countries to trade in manufactures
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with developing countries. Trade among industrialized countries could be much more plausibly
blamed. The fact that stagnation or decline in employment is observed even in skill-intensive
(export-oriented) industries strongly suggests that there are factors (other than trade with
developing countries) operating to reduce employment-intensity of manufacturing in general.
Given the overwhelming importance of trade among industrialized countries, it can be plausibly
hypothesized that competition associated with this trade has been the driving force behind labour-
saving technological change which in turn has been responsible for the decline in employment-
intensity in manufacturing.”®* A similar hypothesis could be proposed for explaining employment
trends in services. Economy-wide employment trends, after dl, cannot be satisfactorily explained
by employment trends in manufacturing whose share in total employment is typically smal in
industrialized countries.

Trade with developing countries cannot be held responsible for the growing wage
inequality in industrialized countries either. The evidence from Japan and the United States does
not show any consistent risein“skill premium” inthe manufacturing sector. Thismeansthat wage
inequality grew basically outside the manufacturing sector and explanations very probably liein
new developments in the service sector.

The employment effects of trade in manufactures with industrialized countries are
potentialy positive and large in developing countries. Export-oriented industries generaly are
more labour-intensive than others; their growth, therefore, increases the employment-intensity of
manufacturing in general. Contrary to theoretical prediction, moreover, skill-intensive (import-
competing) industries do not necessarily decline in the wake of trade liberalization. Indeed, the
evidence suggests that growth of export-oriented industries stimulates growth in all other
industriesincluding import-competing industries. On thewhole, growth of manufactured exports
to industrialized countriesincreases demand for both unskilled and skilled workersin devel oping
countries.

The effectsof trade on wagesin developing countries, suggested by the evidence, are not
so straightforward as predicted by the standard theory. Growth of trade, the evidence suggests,
may either increase or reduce wage inequality depending upon the initial conditions prevailing in
labour markets. As a rule, developing countries have duaistic labour markets with a formal
segment, wheregovernment regul ations and collective bargai ning i nstitutionsdeterminewagesand
working conditions, and a non-formal segment, where there is substantial excess supply of
unskilled labour and where neither government regulations nor collective bargaining institutions
have much influence. Export-oriented industries generally tend to rely on the non-formal segment
of the labour market. Wages of unskilled labour, therefore, begins to rise rapidly only after
sustained growth of export-oriented industries (together with associated growth of other
industries) has wiped out the excess supply of unskilled labour in the non-formal segment. Till
such a stage is reached, skilled workers, who are mostly in the formal segment of the labour
market, often succeed in getting higher wage rises (because they can reap the benefits of
government regul ationsand collective bargaining institutions) so that wageinequalitytendstorise.
This possibility is strengthened if trade increases rather than reduce demand for skilled workers.
In sum, growth of trade has a tendency to increase wage inequality in manufacturing in the short
run; but if growth is sustained over a period, wage inequality declines not only in manufacturing
but also in the economy as whole.

“ Many economists have rejected the “North-South trade” explanation and have proposed a “bias in
technological change” explanation instead. Good summaries and references are available in Collins, ed., 1998.
A “North-Northtrade” explanation has also been proposed. See, for example, Dinopoul osand Segerstrom, 1999.
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These findings suggest that employment and labour market effects of North-South trade
in manufactures are, on balance, significantly positive. Job losses in industrialized countries are
quite small while job gains in developing countries are very substantial. Growth of such trade,
moreover, does not necessarily increase wage dispersion in the manufacturing sector of
industrialized countries and hasthe potential of reducing wage dispersionin devel oping countries.
All this does not mean, of course, that there are no costs or that the costs should be ignored.
Mechanisms have to be found for redeployment of the job-losersinindustrialized countries. Even
in developing countries, where aggregate employment in manufacturing rises, there can be job
losses because of restructuring and mechanisms have to be found for redeployment of the job-
losers. But the benefits of trade liberalization are clearly larger than the costs. Thefact that there
are costs only emphasises the need for active labour market policies in both industrialized and
developing economies.

The observation that export-oriented industries in developing countries, at least ininitia
stages, areto befound mostly in the non-formal segment of the manufacturing sector imply that
the concern about poor working conditions in these industriesis not without foundation. But the
meaning of “poor working conditions’ needsto be properly understood. While there are reasons
to believe that working conditionsin export-oriented industriesare poorer thaninindustriesin the
formal segment, there are also reasons to believe that they are better than those in the rest of the
non-formal economy. This means that, for the workers concerned, growth of export-oriented
industries implies both increased employment opportunities and improved working conditions.
It is difficult to find good reasons why, in this setting, there should be specia concern about
working conditions in export-oriented industries alone. Working conditions need to beimproved
generaly and not just in export-oriented industries and encouraging growth of export-oriented
industriesisactually one way of achieving such general improvement. Itisquiteclear that growth
of trade, if sustained over aperiod, itself improves (or at least creates conditions for improvement
in) working conditions. Indeed, improvement through this route is both durable and general
because it is achieved through a tightening of the labour market. Concern about poor working
conditions should lead us to think in terms of policy interventions which have the twin objectives
of stimulating growth of export-oriented industries and of stimulating demand for labour in the
non-formal economy through other measures.

The above conclusions about the effects of trade on employment and wagesin devel oping
economies, it must be said, are derived basically from an analysis of the experiences of the
emerging Asian economies. For the two Latin American economies, originally included in the
sample, it is found that the manufactured exports are no more labour-intensive than the
manufactured imports. Thisfinding, totheextent that itisvalid, impliesthat tradein manufactures
between them and the industrialized economies is not based on Heckscher-Ohlin comparative
advantage. Thisiswhy analysis of labour market effects of trade in these two economies has not
been attempted. But the finding itself needs to be confirmed through detailed case studies.

A fina remark concerns international mobility of labour. The scale of South-North
migration currently isnot large enough to substantially modify the labour market effectsof trade,
but skilled workers form alarge (and possibly growing) majority of the migrants. This pattern
of international migration, if it persists, may make it difficult for many developing countries to
improve the skill composition of their labour force. Thusthereisadanger that many developing
economieswill findit hard to get beyond speciaizationin primary commoditiesor |abour-intensive
manufactures. Thisis an area which deserves attention from researchers.
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Appendix Table 1.1:

Average annual growth (%) of real GDP

38

CountriesGroups 1960-70 1970-80 1980-90 1990-97
World 5.3 35 3.1 2.3
Industrialized economies 5.2 3.2 3.0 20
Developing economies 2; g-g 21 23

r f 1 nomi : : . :
G oup O 3 economies® 4.6 3.9 2.2 3.3

Other Devel oping economies!

Notes: 1. Thefirst period is1965-70 and the last period is 1990-95. Countries of the Middle East and North Africa

are excluded for the period 1965-80. Taiwan, Chinais excluded for the entire period

2. Excludes Taiwan, China. Thefirst period is 1965-70.
Source:  Author’s estimates based on data from World Bank, World Development Indicators, 1999, CD-ROM.

Appendix Table 1.2:

Exports of goods and services as % of GDP

1965 1970 1975 1980 1985 1990 1995
Industrialized economies 11.6 13.2 171 19.6 171 18.2 19.3
Developing economiest 11.4 12.0 18.0 234 20.0 254 29.9
Group of 13 economies* 7.4 79 11.2 17.1 195 244 314
Other Developing economies* 175 18.1 27.1 30.6 20.7 27.3 26.5

Note: 1. Excludes Indonesiafor 1965 and Taiwan, Chinafor all periods.

Source:  Author’s estimates based on data from World Bank, World Development Indicators, CD-ROM, 1999.




Appendix Table 1.3:
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Per centage sharein world merchandise exports

Industrialized Group of 13 Other developing All developing
economies economies economies economies
1980 63.7 10.1 20.8 31.0
1981 64.2 11.2 19.2 304
1982 65.4 12.0 16.9 28.9
1983 65.8 131 15.2 28.3
1984 66.4 13.7 14.2 279
1985 68.6 134 11.6 25.0
1986 72.0 12.5 9.7 22.2
1987 71.2 13.7 9.6 23.3
1988 72.1 14.8 8.1 229
1989 72.0 15.2 8.4 23.6
1990 72.3 15.1 9.5 24.6
1991 72.8 16.5 8.3 24.8
1992 72.0 17.8 7.7 25.5
1993 70.8 19.2 7.2 26.4
1994 70.4 20.2 7.0 27.2
1995 69.0 20.5 7.9 284
1996 67.9 21.2 8.2 294

Source: Author’s estimates based on data from STATCAN, CD-ROM.

Appendix Table 1.4:

Per centage shar e of manufactured exportsin total
mer chandise exports

World Industrialized Group of 13 Other All developing
economies economies developing economies
economies
1980 56.6 74.1 48.3 85 215
1981 57.2 73.6 49.1 9.0 23.8
1982 58.7 73.8 48.6 10.5 26.3
1983 60.2 74.1 514 11.8 30.1
1984 61.7 74.4 55.3 13.1 33.7
1985 64.7 75.8 57.1 18.2 39.1
1986 69.9 78.9 65.5 20.3 45.7
1987 70.8 79.2 69.8 21.0 49.7
1988 72.3 79.8 72.5 27.6 56.6
1989 73.3 80.2 73.2 28.0 57.1
1990 72.9 80.1 73.9 23.7 54.6
1991 74.3 80.3 75.7 25.6 58.9
1992 75.6 80.6 78.5 28.5 63.4
1993 76.3 80.2 80.5 32.3 67.3
1994 77.8 811 81.6 34.9 69.6
1995 77.1 811 817 311 67.7
1996 75.9 80.8 79.1 28.2 64.9

Source: Author’s estimates based on data from STATCAN, CD-ROM.




Appendix Table 1.5: Per centage share of groups of countriesin world export of

manufactures
Industrialized Group of 13 economies Other developing All developing
economies economies economies
1980 83.3 8.6 31 11.7
1981 82.6 9.6 3.0 12.6
1982 82.3 10.0 3.0 13.0
1983 811 11.2 3.0 14.2
1984 80.1 12.2 3.0 15.2
1985 80.4 11.8 3.2 15.0
1986 813 11.7 2.8 14.5
1987 79.7 135 2.8 16.3
1988 79.5 14.8 31 179
1989 78.8 15.2 3.2 184
1990 79.3 15.3 31 184
1991 78.6 16.8 2.9 19.7
1992 76.7 184 2.9 21.3
1993 74.4 20.2 3.0 23.2
1994 73.4 21.2 31 24.3
1995 72.5 21.7 3.2 249
1996 72.3 22.1 3.0 25.1

Source: Author’s estimates based on data from STATCAN, CD-ROM.




Appendix Table 1.6:
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Import duties as % of value of importsfor selected countries

1975 1980 1985 1990 1995
Australia 11.50 8.53 8.57 7.86 4.48
Belgium 0.02 0.01 0.02 0.01 0.00
Canada 5.93 459 3.74 2.86 1.72
France 0.09 011 0.07 0.02 0.01
Germany 0.04 0.02 0.01 0.00 0.00
Japan 2.29 2.30 2.65
Netherlands 011 0.01 0.00 0.00 0.00
Sweden 2.69 1.54 0.80 1.01 0.98
United Kingdom 0.84 011 0.00 011 0.09
United States 4.37 297 3.60 3.37 259
Brazil 16.54 6.62 10.54 8.61
India 29.11 26.93 4414 42.18 24.82
Indonesia 5.13 4.30 6.29 3.29
Korea, Rep. 8.46 7.64 8.41 7.88 4.65
Malaysia 941 9.00 8.68 481 3.12
Mexico 9.30 6.49 5.98 240
Philippines 13.43 14.31 14.52 14.38
Singapore 1.34 0.91 0.72 0.35 0.23
Thailand 14.35 11.10 13.44 11.67 8.02

Source: World Bank, World Development Indicators, CD-ROM, 1999.

Appendix Table 1.7:

Per centage sharein global flows of foreign direct investment

Industrialized economies

Developing economies

1970
1977
1981
1985
1991
1995
1996
1997

75.9
75.1
75.6
7.7
72.3
62.9
56.5
55.5

22.7
24.1
23.7
223
24.8
31.0
375
38.0

Source:  Author’s estimates based on data from World Bank, World Development Indicators, CD-ROM, 1999.




Appendix Table 1.8:

Performance of Group of 13 economies
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Per centage share of the 1970 1975 1980
Group of 13 economies
in:

1985

1990

1995

1996

1997

Total exports of goods
and services from
developing countries 39.5 35.8 38.8

Total merchandise
exports from developing
countries 32.6

Total manufactured
exports from developing
countries 73.3

Tota inflows of foreign

direct investment to
developing countries 47.8 434

Note: 1. Datafor Taiwan, Chinawere not available.

56.9

53.6

78.4

59.2

61.5

83.2

75.5

74.1

72.3

87.2

81.7

72.1

87.9

78.9

75.2

Source:  Author’s estimates. Data on exports of goods and services are from the World Bank, World Development
Indicators, CD-ROM, 1999; and the data.on merchandise exports and manufactured exportsarefrom STATCAN,

CD-ROM.




Appendix Table 1.9:

Per centage of merchandise exports of industrialized

economiesto:
Other industrialized Group of 13 Other developing All developing
economies economies economies economies
1980 68.9 10.3 14.9 25.2
1981 66.5 10.9 17.0 279
1982 67.1 10.2 17.1 27.3
1983 69.3 10.2 15.1 25.3
1984 711 104 13.6 24.0
1985 72.7 10.5 12.0 22.5
1986 75.5 10.0 10.2 20.2
1987 76.3 10.2 9.2 194
1988 76.1 11.1 8.9 20.0
1989 75.7 12.1 8.4 20.5
1990 76.5 11.7 8.4 20.1
1991 74.7 12.9 8.6 215
1992 73.3 139 9.1 23.0
1993 70.3 15.7 9.3 25.0
1994 70.7 16.5 8.4 249
1995 69.9 16.9 8.2 25.1
1996 69.4 16.7 8.2 249

Source: Author’s estimates based on data from STATCAN, CD-ROM.

Appendix Table 1.10:

Per centage of merchandise exports of Group of 13
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economiesto:
Industrialized Group of 13 economies Other developing All developing
economies economies economies
1980 63.7 19.1 12.1 312
1981 61.9 20.0 134 334
1982 61.5 20.6 12.7 333
1983 64.0 204 11.0 314
1984 65.9 20.8 9.8 30.6
1985 64.8 20.9 10.2 311
1986 65.9 21.3 9.2 30.5
1987 66.0 224 8.3 30.7
1988 62.9 26.2 7.9 34.1
1989 63.8 26.1 7.4 335
1990 60.2 29.7 7.3 37.0
1991 57.1 32.5 8.1 40.6
1992 56.3 33.2 8.7 41.9
1993 56.2 334 85 41.9
1994 55.3 354 8.1 43.5
1995 54.0 35.8 85 44.3
1996 53.0 35.0 7.2 42.2

Source: Author’s estimates based on data from STATCAN, CD-ROM.




Appendix Table 1.11: Per centage of manufactured exports of industrialized

€conomiesto:
Other industrialized Group of 13 economies Other developing All developing
economies economies economies
1980 67.5 11.1 16.4 27.5
1981 64.8 11.9 18.8 30.7
1982 65.1 11.1 19.1 30.2
1983 67.9 11.0 16.5 27.5
1984 70.4 11.3 14.4 25.7
1985 72.0 11.4 12.6 24.0
1986 75.1 10.6 10.5 211
1987 76.1 10.8 9.3 20.1
1988 76.3 11.4 9.0 204
1989 76.1 12.4 8.3 20.7
1990 76.7 12.1 8.3 204
1991 74.6 134 8.7 22.1
1992 72.9 14.6 9.3 239
1993 69.8 16.8 9.6 26.4
1994 70.2 17.6 8.4 26.0
1995 69.8 179 8.2 26.1
1996 69.5 17.7 8.3 26.0

Source: Author’s estimates based on data from STATCAN, CD-ROM.

Appendix Table 1.12: Per centage of manufactured exports of the Group of 13
economies to:
Industrialized Group of 13 economies Other developing All developing
economies economies economies
1980 60.6 20.9 16.2 371
1981 60.4 21.6 16.6 38.2
1982 60.9 211 15.7 36.8
1983 64.7 20.5 13.0 335
1984 65.9 21.6 9.9 315
1985 65.4 215 10.2 317
1986 66.8 21.6 9.2 30.8
1987 67.0 22.6 8.3 30.9
1988 63.4 27.4 7.7 35.1
1989 64.8 26.7 7.2 33.9
1990 60.2 30.8 7.0 37.8
1991 56.7 33.9 8.0 41.9
1992 56.3 34.3 8.4 42.7
1993 56.4 34.3 8.0 423
1994 55.3 36.0 7.7 43.7
1995 54.6 36.2 7.9 441
1996 55.4 36.2 71 43.3

Source: Author’s estimates based on data from STATCAN, CD-ROM.




Appendix Table 1.13:

Per centage of mer chandise exports of Other Developing

Economiesto:
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Industrialized economies  Group of 13 economies Other Developing All developing
economies economies
1980 70.0 10.5 11.3 21.8
1981 69.7 11.7 11.5 23.2
1982 67.9 11.9 12.2 24.1
1983 66.2 12.5 11.8 24.3
1984 67.2 12.0 12.6 24.6
1985 70.5 9.9 12.3 22.2
1986 70.2 10.5 10.1 20.6
1987 65.5 11.0 10.2 21.2
1988 63.9 9.9 10.1 20.0
1989 67.5 9.4 10.3 19.7
1990 69.5 11.8 9.6 214
1991 69.7 12.2 10.8 23.0
1992 65.2 135 10.8 24.3
1993 59.6 17.0 134 30.4
1994 60.4 16.0 12.6 28.6
1995 59.9 16.5 11.9 284
1996 60.9 14.1 10.5 24.6

Source: Author’s estimates based on data from STATCAN, CD-ROM.

Appendix Table 1.14:

Per centage of manufactured exports of Other Developing

Economiesto:

Industrialized economies

Group of 13 economies

Other Developing

economies
1980 37.1 6.0 56.9
1981 315 4.8 63.7
1982 31.9 4.4 63.7
1983 33.3 4.4 62.3
1984 31.2 4.9 63.9
1985 33.9 5.6 60.5
1986 34.8 51 60.1
1987 32.2 4.8 63.0
1988 29.0 4.6 66.4
1989 30.2 4.1 56.7
1990 27.0 4.1 68.9
1991 22.3 39 73.8
1992 19.8 4.3 75.9
1993 17.9 4.6 77.5
1994 175 4.6 77.9
1995 17.7 4.3 78.0
1996 17.6 3.7 78.7

Source: Author’s estimates based on data from STATCAN, CD-ROM.
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Appendix Table 1.15: Ratio of the value of manufactured exportsto that of
manufactured imports
Of Industrialized economiesto Of Group of 13 economiesto that Of Industrialized
that of Other Developing of Other Developing economies economiesto that of
economies Group of 13 economies
1980 7.3 4.7 1.8
1981 9.7 6.6 1.7
1982 9.7 7.0 15
1983 7.7 6.2 1.2
1984 6.4 4.3 11
1985 5.0 3.6 1.2
1986 4.5 3.8 11
1987 3.8 3.8 1.2
1988 3.4 3.4 11
1989 2.9 3.6 0.9
1990 3.1 3.3 1.0
1991 35 3.9 1.0
1992 3.8 3.8 1.0
1993 3.8 3.4 11
1994 3.2 3.1 11
1995 2.9 35 11
1996 3.0 3.7 1.0
Source:  Author’s estimates based on data from STATCAN, CD-ROM.
Appendix Table 1.16: Growth of manufacturing output
Period 1 Period 2 Thefull period

India 5.6 (81-86) 6.9 (87-94) 7.0 (81-99)
Indonesia 17.9 (80-87) 12.9 (88-96) 14.3 (80-96)
Korea, Republic of 12.0 (81-89) 10.1 (90-95) 11.2 (81-95)
Maaysia 6.3 (81-87) 14.3 (88-95) 11.6 (81-95)
Philippines 0.0 (83-87) 4.6 (88-97) -
Japan 0.0 (85-89) - 3.5(85-93)
USA 2.1 (88-95) 5.3 (90-96) 3.0 (87-96)
China 13.8 (80-86) 11.8 (87-96) 13.3 (80-96)
Thailand -7.4 (82-86) 15.8 (86-94) 7.5 (82-94)
Note:  The statistically insignificant values are put as 0.0. In the case of Japan, the second period (1990-93 was too

short. In the case of the Philippines, there appears to be a break in the series between 1987 and 1988. In the

case of the United States, the price deflator for manufacturing was available only for the period 1987-96.
Source:  Author’ estimates based on nominal output data from the UNIDO database on industrial statistics and price

deflator from World Bank, World Development Indicators.




Appendix Table 1.17:

Per centage shar e of export-oriented industriesin total
manufacturing employment

India Indonesia Korea, Malaysia Philippines Japan USA
Republic
of
1980
1981 29.6 34.5 56.6 33.0 36.8
1982 30.2 35.5 55.7 32.8 35.6
1983 30.5 35.8 56.0 354 28.7 34.6
1984 31.0 39.7 56.1 37.1 32.0 35.1
1985 30.0 34.7 55.5 36.0 32.1 33.6 35.2
1986 30.0 35.0 55.8 38.1 32.8 33.1 34.7
1987 29.3 36.2 56.1 32.3 32.7 32.8 36.0
1988 29.0 38.3 55.1 34.3 36.3 32.5 36.0
1989 29.0 40.5 54.1 35.2 38.4 329 36.1
1990 284 44.0 52.4 35.7 33.6 329 35.8
1991 28.0 46.8 54.1 36.0 34.3 33.2 35.3
1992 27.6 48.6 53.5 36.0 36.3 33.1 34.8
1993 28.8 48.6 52.2 36.6 34.4 32.8 34.2
1994 28.7 48.1 51.5 36.2 33.0 33.9
1995 45.9 51.3 35.9 315 33.6
1996 47.2 33.7 33.7
1997 33.8 33.6
China Taiwan (China) Thailand

1980 13.0 18.6
1981 13.1 18.9
1982 134 18.9 211
1983 13.1 19.9
1984 12.9 20.9 239
1985 13.7 20.8
1986 14.0 215 27.4
1987 14.1 219
1988 14.3 219 24.5
1989 14.1 218 26.8
1990 16.8 21.7
1991 16.3 21.7 27.4
1992 16.0 21.3
1993 15.7 211 30.1
1994 16.0 21.0 319
1995 15.6 21.1
1996 15.1 21.3
1997

Source: Author’s estimates based on data from UNIDO database on industrial statistics.
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Appendix Table 1.18:

Per centage shar e of import-competing industriesin total
manufacturing employment
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India Indonesia Korea, Malaysia Philippines Japan USA
Republic
of
1980
1981 12.8 12.0 9.2 219 13.2
1982 134 11.8 9.5 22.3 12.8
1983 139 11.4 9.3 23.5 19.0 13.0
1984 139 104 9.4 23.7 18.8 12.3
1985 14.7 10.5 9.4 23.5 16.6 11.6 11.7
1986 14.2 10.1 9.8 229 16.5 11.5 11.4
1987 14.8 9.8 104 26.0 16.1 11.4 11.7
1988 14.5 9.5 10.9 27.1 15.8 11.3 11.5
1989 14.7 9.5 11.7 28.2 15.6 11.1 11.3
1990 14.9 8.9 12.2 29.6 15.1 111 11.2
1991 15.0 9.2 139 30.5 16.6 10.9 11.2
1992 15.0 8.8 14.0 31.0 19.9 10.6 11.0
1993 14.6 10.0 14.6 316 20.9 10.3 11.0
1994 14.7 10.7 15.2 32.5 224 10.8
1995 11.2 15.6 32.1 26.1 10.7
1996 11.7 22.6 10.6
1997 22.5 10.6
China Taiwan (China) Thailand

1980 25.1 10.5
1981 25.3 10.5
1982 24.7 10.4 7.5
1983 24.7 10.0
1984 24.8 9.6 8.9
1985 234 9.7
1986 23.1 9.9 8.0
1987 229 10.2
1988 22.6 10.5 7.5
1989 229 11.0 7.8
1990 19.2 11.7
1991 20.7 12.1 9.9
1992 20.9 12.5
1993 20.8 12.9 8.3
1994 20.6 12.9 7.1
1995 20.9 13.0
1996 21.2 131
1997

Source: Author’s estimates based on data from UNIDO database on industrial statistics.




Appendix Table 1.19:

Index of wage inequality: ratio of per worker wagein
impor t-competing industriesto that in export-oriented

49

industries
India Indonesia Korea, Malaysia Philippines Japan USA
Republic
of
1980
1981 1.525 1.687 1.291 1.283 0.552
1982 1.518 1.690 1.275 1.259 0.555
1983 1513 1.718 1.298 1.275 ii;"g 8-22(2’
1984 1.555 1.963 1.261 1.270 Lae 0,612 0841
1985 1.574 1.910 1.270 1.290 1366 0,607 0542
1986 1.605 1.828 1.250 1.314 1477 0615 0548
1987 1.621 1.899 1.264 1.318 1.628 0.612 0.548
1988 1.573 1.940 1.200 1.303 1575 0.612 0.555
1989 1.676 1.797 1.232 1.253 1.568 0.597 0.553
1990 1.645 1.648 1.177 1.205 1.661 0.604 0.550
1991 1.683 1.801 1.169 1.194 1575 0.615 0.554
1992 1.730 1.647 1.169 1.186 iggg 0.617 8222
1993 1.722 1.701 1.144 1.172 Lo 0556
1994 1.742 1.740 1.109 1.156 1537 0,532
1995 2.008 1.118 1.151 1543 0.504
1996 1.857
1997
China Taiwan (China) Thailand

1980 1.004 1.406
1981 1.012 1.378
1982 1.030 1.332 1.437
1983 1.050 1.304
1984 1.068 1.294 1.593
1985 1.087 1.319
1986 1.081 1.329 1.373
1987 1.302
1988 1.316 1.482
1989 1.317 1.265
1990 1.318 1.466
1991 1.318 1.491
1992 1.308
1993 1.259 1.389
1994 1.213 1.172
1995 1.216
1996 1.200
1997

Source: Author’s estimates based on data from the UNIDO database on industrial statistics.




APPENDI X |1

Lists of Export-Oriented and | mport-Competing I ndustries
for Different Countries and Regions



Argentina

Export-oriented industries

Spinning, weaving and finishing textile

Manufacture of wearing apparel, except footwear

Tanneries and leather finishing

Fur dressing and dyeing industries

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of basic industrial chemicals except fertilizers
Manufacture of chemical products not el sewhere classified
Iron and stedl basic industries

Non-ferrous metal basic industries

Manufacture of cutlery, hand tools and general hardware
Manufacture of engines and turbines

Manufacture of office, computing and accounting machinery
Manufacture of jewellery and related articles

I mport competing industries

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of drugs and medicines

Manufacture of structural clay products

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufacture of electrical apparatus and supplies n.e.c.

Ship building and repairing

Manufacture of railroad equipment

Manufactures of motor vehicles

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of musical instruments
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China

Export-oriented I ndustries

Spinning, weaving and finishing textile

Manufacture of made-up textile goods except wearing apparel
Knitting mills

Manufacture of carpets and rugs

Manufacture of textile not elsewhere classified

Manufacture of wearing apparel, except footwear

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of wood and cork products not el sewhere classified
Manufacture of furniture and fixtures, except primarily of metal
Manufacture of basic industrial chemicals except fertilizers
Manufacture of drugs and medicines

Manufacture of chemical products not el sewhere classified
Manufacture of pottery, china and earthenware

Non-ferrous metal basic industries

Manufacture of sporting and athletic goods

I mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of soap and cleaning preparations, perfumes, cosmetics and other toilet
preparations

Manufacture of engines and turbines

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus
Manufactures of motor vehicles

Manufacture of aircraft

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods
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India

Export-oriented I ndustries

Spinning, weaving and finishing textile

Knitting mills

Manufacture of carpets and rugs

Manufacture of wearing apparel, except footwear

Tanneries and leather finishing

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of furniture and fixtures, except primarily of metal

Manufacture of drugs and medicines

Manufacture of chemical products not el sewhere classified

Manufacture of cutlery, hand tools and general hardware

Manufacture of structural metal products

Manufacture of fabricated metal products except machinery and equipment not elsewhere
classified

Manufacture of jewellery and related articles

Manufacture of musical instruments

Manufacture of sporting and athletic goods

| mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of engines and turbines

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus
Manufacture of aircraft

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods



Indonesia

Export-oriented I ndustries

Spinning, weaving and finishing textile

Manufacture of made-up textile goods except wearing apparel

Manufacture of carpets and rugs

Manufacture of wearing apparel, except footwear

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Sawmills, planing and other wood mills

Manufacture of wood and cork products not el sewhere classified

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of glass and glass products

Non-ferrous metal basic industries

Manufacture of furniture and fixture primarily of metal

Manufacture of sporting and athletic goods

Manufacturing industries n.e.c.

I mport-competing Industries

Manufacture of pulp, paper and paperboard articles n.e.c.

Manufacture of basic industrial chemicals except fertilizers

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of chemical products not el sewhere classified

Iron and stedl basic industries

Manufacture of cutlery, hand tools and general hardware

Manufacture of structural metal products

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Ship building and repairing

Manufacture of railroad equipment

Manufactures of motor vehicles

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of musical instruments



Korea, Republic of

Export-oriented I ndustries

Spinning, weaving and finishing textile

Manufacture of made-up textile goods except wearing apparel

Knitting mills

Cordage, rope and twine industries

Manufacture of textile not elsewhere classified

Manufacture of wearing apparel, except footwear

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Tyre and tube industries

Iron and stedl basic industries

Manufacture of cutlery, hand tools and general hardware

Manufacture of furniture and fixture primarily of metal

Manufacture of office, computing and accounting machinery

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufacture of electrical apparatus and supplies n.e.c.

Ship building and repairing

Manufacture of motor vehicles

Manufacture of motorcycles and bicycles

Manufacture of musical instruments

Manufacture of sporting and athletic goods

Manufacturing industries n.e.c.

| mport-competing Industries

Fur dressing and dyeing industries

Manufacture of pulp, paper and paperboard

Manufacture of pulp, paper and paperboard articles n.e.c.

Manufacture of basic industrial chemicals except fertilizers

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of chemical products not el sewhere classified

Non-ferrous metal basic industries

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Machinery and equipment except electrical n.e.c.

Manufacture of aircraft

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods



Malaysia

Export-oriented I ndustries

Manufacture of wearing apparel, except footwear

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of wooden and cane containers and small cane ware

Manufacture of wood and cork products not el sewhere classified

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of rubber products n.e.c.

Manufacture of pottery, china and earthenware

Non-ferrous metal basic industries

Manufacture of furniture and fixture primarily of metal

Manufacture of office, computing and accounting machinery

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufacture of sporting and athletic goods

I mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of drugs and medicines

Manufacture of soap and cleaning preparations, perfumes, cosmetics and other toilet
preparations

Manufacture of chemical products not el sewhere classified

Iron and stedl basic industries

Manufacture of cutlery, hand tools and general hardware

Manufacture of fabricated metal products except machinery and equipment not elsewhere
classified

Manufacture of engines and turbines

Machinery and equipment except electrical n.e.c.

Manufacture of electrical apparatus and supplies n.e.c.

Ship building and repairing

Manufactures of motor vehicles

Manufacture of motorcycles and bicycles

Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of musical instruments
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Mexico

Export-oriented

Manufacture of carpets and rugs

Cordage, rope and twine industries

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of glass and glass products

Iron and stedl basic industries

Non-ferrous metal basic industries

Manufacture of furniture and fixture primarily of metal

Manufacture of engines and turbines

Manufacture of office, computing and accounting machinery

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufactures of motor vehicles

| mport-competing

Manufacture of pulp, paper and paperboard

Printing, publishing and alied industries

Manufacture of basic industrial chemicals except fertilizers

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of chemical products not el sewhere classified

Manufacture of cutlery, hand tools and general hardware

Manufacture of structural metal products

Manufacture of fabricated metal products except machinery and equipment not elsewhere
classified

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of electrical apparatus and supplies n.e.c.

Manufacture of railroad equipment

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of jewellery and related articles
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Philippines

Export-oriented I ndustries

Manufacture of made-up textile goods except wearing apparel

Cordage, rope and twine industries

Manufacture of wearing apparel, except footwear

Manufacture of products of |eather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Sawmills, planing and other wood mills

Manufacture of wooden and cane containers and small cane ware

Manufacture of wood and cork products not el sewhere classified

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of chemical products not el sewhere classified

Manufacture of pottery, china and earthenware

Non-ferrous metal basic industries

Manufacture of electrical apparatus and supplies n.e.c.

Manufacture of jewellery and related articles

Manufacture of sporting and athletic goods

Manufacturing industries n.e.c.

I mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass

Iron and stedl basic industries

Manufacture of structural metal products

Manufacture of fabricated metal products except machinery and equipment not elsewhere
classified

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of radio, television and communication equipment and apparatus

Ship building and repairing

Manufacture of railroad equipment

Manufactures of motor vehicles

Manufacture of motorcycles and bicycles

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of musical instruments
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Taiwan, China

Export-oriented I ndustries

Manufacture of wearing apparel, except footwear

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of wood and cork products not el sewhere classified

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of furniture and fixture primarily of metal

Manufacture of fabricated metal products except machinery and equipment not elsewhere
classified

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufacture of electrical apparatus and supplies n.e.c.

Manufacture of motorcycles and bicycles

Manufacture of sporting and athletic goods

Manufacturing industries n.e.c.

| mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of paints, varnishes and lacquers

Manufacture of drugs and medicines

Manufacture of soap and cleaning preparations, perfumes, cosmetics and other toilet
preparations

Manufacture of chemical products not el sewhere classified

Iron and stedl basic industries

Non-ferrous metal basic industries

Manufacture of structural metal products

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Ship building and repairing

Manufactures of motor vehicles

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

Manufacture of jewellery and related articles
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Thailand

Export-oriented I ndustries

Manufacture of made-up textile goods except wearing apparel

Cordage, rope and twine industries

Manufacture of wearing apparel, except footwear

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Sawmills, planing and other wood mills

Manufacture of wooden and cane containers and small cane ware

Manufacture of wood and cork products not el sewhere classified

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of rubber products n.e.c.

Manufacture of pottery, china and earthenware

Non-ferrous metal basic industries

Manufacture of office, computing and accounting machinery

Manufacture of radio, television and communication equipment and apparatus
Manufacture of electrical appliances and housewares

Manufacture of jewellery and related articles

I mport-competing Industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of drugs and medicines

Manufacture of chemical products not el sewhere classified

Iron and stedl basic industries

Manufacture of cutlery, hand tools and general hardware

Manufacture of structural metal products

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of electrical apparatus and supplies n.e.c.

Ship building and repairing

Manufactures of motor vehicles

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks



Japan and the United States of America

Export-oriented industries

Manufacture of pulp, paper and paperboard

Manufacture of basic industrial chemicals except fertilizers

Manufactures of fertilizers and pesticides

Manufacture of synthetic resins, plastic materials and man-made fibres except glass
Manufacture of structural clay products

Iron and stedl basic industries

Manufacture of engines and turbines

Manufacture of agricultural machinery and equipment

Manufacture of metal and wood working machinery

Manufacture of metal and wood working machinery

Manufacture of special industrial machinery and equipment except metal and wood working
machinery

Manufacture of office, computing and accounting machinery

Machinery and equipment except electrical n.e.c.

Manufacture of electrical industrial machinery and apparatus

Manufacture of electrical appliances and housewares

Ship building and repairing

Manufacture of railroad equipment

Manufactures of motor vehicles

Manufacture of aircraft

Manufacture of professional and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of photographic and optical goods

Manufacture of watches and clocks

| mport-competing industries

Spinning, weaving and finishing textile

Manufacture of carpets and rugs

Cordage, rope and twine industries

Manufacture of wearing apparel, except footwear

Manufacture of products of leather and leather substitutes, except footwear and wearing
apparel

Manufacture of footwear, except vulcanized or moulded rubber or plastic footwear
Manufacture of wooden and cane containers and small cane ware

Manufacture of wood and cork products not el sewhere classified

Manufacture of pottery, china and earthenware

Non-ferrous metal basic industries

Manufacture of furniture and fixture primarily of metal

Manufacture of professiona and scientific, and measuring and controlling equipment, n.e.c.
Manufacture of jewellery and related articles

Manufacture of musical instruments

Manufacture of sporting and athletic goods



62

Refer ences

Alarcon, Dianaand Eduardo Zepeda, 1997, “ Jobs, technology and skill requirementsin aglobalized economy: case
study of Mexico”, Geneva: International Labour Office, processed.

Bhagwati, Jagdish and Vivek Dehegjia, 1994, “Freer trade and wages of the unskilled: isMarx strikingagain 7’ in
Bhagwati, Jagdish and Marvin H. Costers, eds., Trade and Wages: Levelling Wages Down ?, Washington:
American Enterprise Institute.

Borjas, George J., Richard B. Freeman and Lawrence F. Katz, 1996, “ Searching for the effect of immigration on
the labour market”, American Economic Review, vol. 86, no. 2.

Carrington, William J. and Enrica Detragiache, 1998, “How big is the brain drain?’, IMF Working Paper,
Washington, D.C.

Chenery, H. B. and A. M. Strout, 1966, “Foreign assistance and economic development”, American Economic
Review, val. 56.

Callins, Susan M., 1998, “Economic integration and the American worker: an overview”, in Collins, ed., 1998.

Collins, Susan M., ed., 1998, Imports, Exportsand the American Worker, Washington D. C.: Brookings|nstitution
Press.

Dinopoulos, Elias and Paul Segerstrom, 1999, “A Schumpeterian model of protection and relative wages’,
American Economic Review, vol.89, no. 3.

Feenstra, Robert C. and Gordon H. Hanson, 1997, “Foreign direct investment and rel ative wages: evidence from
Mexico's maguiladoras’, Journal of International Economics, vol. 42, nos. 3/4.

Freeman, Richard B., 1995, “Are your wages set in Beijing?’, Journal of Economic Perspectives, vol.9, no. 3.
Freeman, Richard B., 1998, “Will globalization dominate U.S. labour market outcomes?’, in Collins, ed., 1998.

Harrison, Ann and Gordon Hanson, 1999, “Who gains from trade reform? Some remaining puzzles’, Journal of
Development Economics, vol. 59, 125-154.

Hague, Nadeem U., and Se-Jik Kim, 1995, “Human capital flight: impact of migration on income and growth”,
IMF Saff Papers, no. 42, pp. 577-607.

ILO (International Labour Organization), 1995, World Employment 1995, Geneva.
IMF (International Monetary Fund), 1997, World Economic Outlook, May 1997, Washington, D.C.

Krueger, AnneO., Hal B. Lary, Terry D. Monson, and Narongchai Akrasanee, eds., 1981, Trade and Employment
in Developing Countries, vol. 1. Individual Studies, Chicago: University of Chicago Press.

Lora, Eduardo and Mauricio Oliviera, 1998, “Macro policy and employment problems in Latin America’,
Cartagena: Inter-American Development Bank Working Paper 372.

Lydall, H. F., 1975, Trade and Employment, Geneva: International Labour Organization.



63

Revenga, Ana, 1995, “ Employment and wage effects of trade liberalization: the case of Mexican manufacturing”,
Washington D. C.: World Bank Policy Research Working Paper 1524.

Samuelson, Paul A., 1948, “International trade and the equalization of factor prices’, Economic Journal, vol. 58,
June.

Samuelson, Paul A., 1949, “International factor price equalization once again”, Economic Journal, vol. 59, June.

Skeldon, Ronald, 1997, Migration and Development: A Global Perspective, Harlow, UK: Addison Wesely
Longman.

Slaughter, Matthew J., 1998, “International trade and labour market outcomes: results, questions and policy
options’, Economic Journal, vol. 108, September.

Standing, Guy, 1999, Global Labour Flexibility: Seeking Distributive Justice, London: Macmillan.

Stol per, Wolfgang F. and Paul A. Samuelson, 1941, “ Protection and real wages’, Review of Economic Studies, vol.
9.

UNCTAD (United Nations Conference on Trade and Development), 1997, Trade and Devel opment Report 1997,
New Y ork and Geneva.

UNCTAD (United Nations Conference on Trade and Development), 1999, Trade and Devel opment Report 1999,
New Y ork and Geneva.

Williamson, Jeffrey G., 1998, “ Globalization, |abour marketsand policy backlashinthepast”, Journal of Economic
Perspectives, val. 12, no. 4.

Wood, Adrian, 1994, North-South Trade, Employment and Inequality, Oxford: Clarendon Press.
Wood, Adrian, 1995, “How trade hurt unskilled workers’, Journal of Economic Perspectives, vol 9, no. 3.

Wood, Adrian, 1997, “Openness and wage inequality in developing countries: the Latin American challenge to
East Asian conventional wisdom”, World Bank Economic Review, vol. 11, no. 1.

Wood, Adrian, 1998, “Globalization and the rise of labour market inequalities’, Economic Journal, vol.108,
September.

World Bank, 1997, China 2020: Development Challenges in the New Century, Washington, D.C.
World Bank, 1999, World Development Report 1999/2000, Washington, D.C.
WTO (World Trade Organization), 1998, Annual Report 1998, Geneva.

Zlotnik, Hania, 1998, “ International migration: an overview”, Population and Development Review, vol. 24, no.
3.



Copyright © International Labour Organization 2000

Publications of the International Labour Office enjoy copyright under Protocol 2 of the Universal Copyright
Convention. Nevertheless, short excerpts from them may be reproduced without authorization, on condition
that the source is indicated. For rights or reproduction, or translation, application should be made to the ILO
Publications Bureau (Rights and Permissions), International Labour Office, CH-1211 Geneva 22,
Switzerland. The International Labour Office welcomes such applications.

Libraries, institutions and other users registered in the United Kingdom with the Copyright Licensing
Agency, 90 Tottenham Court road, London W1P 9HE (Fax:+44 171 436 3986), in the United States with
the Copyright Clearance Center, 222 Rosewood Drive, Danvers, MA 01923 (Fax:+ 1 508 750 4470), or in
other countries with associated Reproduction Rights Organizations, may make photocopies in accordance
with the licences issued to them for this purpose.

The designations employed in ILO publications, which are in conformity with United Nations practice, and
the presentation of material therein do not imply the expression of any opinion whatsoever on the part of the
International Labour Office concerning the legal status of any country, area or territory or of its authorities,
or concerning the delimitation of its frontiers.

The responsibility for opinions expressed in signed articles, studies and other contributions rests solely with
their authors, and publication does not constitute an endorsement by the International Labour Office of the
opinions expressed in them.

Reference to names of firms and commercial products and processes does not imply their endorsement by
the International Labour Office, and any failure to mention a particular firm, commercial product or process
is not a sign of disapproval.

ILO publications can be obtained through major booksellers or ILO local offices in many countries, or direct
from ILO Publications, International Labour Office, CH-1211 Geneva 22, Switzerland. Catalogues or lists
of new publications are available free of charge from the above address.




